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e In the Record e 


Business Next Year 


Over the next several weeks, business economists will be 
getting down to work on the forecasts of 1957 that will even- 
tually find their way into corporate budgets. Right now, the 
footing for forecasters is slippery indeed, says our business 
analyst: unlike 1952, the 1956 steel strike has not yet pro- 
duced a “dependable, forecastable, cyclical package.’ For 
background on the problems of forecasting 1957, and some 
suggestions on the areas that require the closest attention, see 
“First Look at 1957,” this month’s Business Highlights, start- 
ing on the next page. 


Prices and Controls 


“Throughout the postwar period,” writes Per Jacobsson, 
“it has clearly been the policy of the U.S.S.R. and . . . other 
eastern countries to bring about a gradual decline in the price 
level. . . . they have all attempted to fight inflation.” 

As to the western countries, most of them, he says, “have 
barely enough savings to finance their own investments.” 
Policies of credit restraint have been applied “‘all along the 
line in order to prevent an inflationary expansion on their 
own markets.” 

In curbing price rises, he feels that “the public sector will 
also have to make its contribution by retrenching government 
expenditure. The measures must . . . be fairly harsh, since 
it is necessary to extirpate an inflation mentality based on a 
belief that prices are to go on rising.” Efforts, too, should be 
made, he says, “to keep wage increases within the limits set by 
the improvement in productivity.” (Page 405). 


Money Supply as an Issue 


Demand for financing continues without appreciable abate- 
ment even though interest rates and bond yields have been 
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moving sharply upward. And at a time when the biggest 
seasonal demands of the year are just beginning to be felt, the 
money squeeze is the greatest since early 1953. 

Is the relative stringency of money, the supply of which has 
increased only fractionally over the past year, the right thing 
. .. or does it mean troubles ahead? A study of both short- 
term and long-term effects of money supply on business 
activity is made in this issue beginning on page 398. 


On Doing Business Abroad 


On page 392, Horry F. Prioleau, president, Standard- 
Vacuum Oil Company, brings us a personalized picture of 
American capital abroad. “In many regions,” he says, ‘““we have 
won success and good will. In others, we have made good and 
yet we are not fully accepted.” Mr. Prioleau draws upon “the 
experience of the oil industry, which accounts for over one 
third of our total foreign investment,” to illustrate “the prob- 
lems faced by American enterprise away from home.” He calls 
upon American businessmen, who manage a very large part 
of the world’s available financial resources, to keep American 
capital dynamic for a long, long time by making their invest- 
ments “work for people as well as for profit. . . .” 


Shift in Defense Spending 


Where is the defense dollar going? The shift in emphasis has 
been from “‘conventional’’ weapons to the newer electronic 
and nuclear models. However, rising costs of operation and 
maintenance, modernization of present weapons, and research 
and development of future projects would seem to indicate 
larger outlays than those planned for fiscal 1957. For an over- 
all picture of the general trend in defense spending, and a look 
at the new defense arsenal, see the article, “Defense Trend,” 
on page 382. 


FIRST LOOK AT NEXT YEAR 


Trends emerging from the steel strike have not simplified the job of forecasting 1957 


ness trend is climbing steadily but not dramat- 
ically out of the July trough formed by the steel 
strike. 

By late August, steel itself was back to its prestrike 
output levels, where it will doubtless remain for several 
months. But the return to capacity in steel has not been 
accompanied by the broad upheaval of activity that fol- 
lowed the end of the 1952 strike. The effect of the strike 
has been to guarantee that the general stability of the 
first half of 1956 will continue into the fourth quarter; 
any clear departure from this line will be owing to other 
developments, in other industries, The general tone of 
business statistics as summer ends may be one of prepa- 
ration for expansion, but it still lacks a clear, focal 
strength around which recovery can shape itself. 


WHY NO FOCAL POINT 


The capital goods uptrend is certainly an element of 
strength for the outlook for the next two quarters. But 
plant and equipment spending is now no longer a domi- 
nant cyclical force for expansion, for several reasons. 
These include the extremely high level already reached 
by these expenditures, the increasing difficulty of finan- 
cing outlays either internally or through recourse to the 
money markets, and limitations on the capacity of 
capital goods industries and their ability to obtain the 
heavy steels they need. 

Inventory demand, too, is a more or less neutral ele- 
ment in the business outlook (whereas it had been a 
strongly bullish element in late 1952). Inventory-sales 
ratios in the third quarter are not excessive; on the 
other hand there are very few specific instances in 
which any substantial degree of accumulation appears 
to be in the offing. Residential building, while it may 
again have flattened out after its long and irregular 
decline of the last eighteen months, gives no indication 
of a cyclical recovery in the near future, particularly in 
the light of the hotly competitive market for long-term 
funds. And consumer durables production and sales 
over the next several weeks will continue to reflect a 
sharp contraction in production related to model 
change-overs. 

Taking all these influences into consideration, the 
pattern emerging out of the 1956 steel strike is turning 
out to be readily distinguishable from the pattern of late 
1952. Instead of an instantaneous snapback, with highly 


\ THE SUMMER draws to a close, the busi- 


cyclical trends in employment, income, and spending, 
the 1956 poststrike recovery has taken a gradual, non- 
cyclical shape which is likely to bring the physical 
volume of business activity only to its prestrike level by 
late fall. The difference in pattern between 1956 and 
1952 is owing, of course, to many differences in the two 
situations; but it is perhaps best illustrated by the fact 
that in 1952 steel production and auto production 
went up the poststrike hill together, whereas in 1956 
trends in these two bellwether industries will be off- 
setting each other at least until October. 

In 1952, the steel strike precipitated a simultaneous 
boom in many key industries, while in 1956 questions 
about the outlook appear in a kind of sequential order 
from here well into 1957. As the steel catchup nears 
completion, as it is likely to do by late October, will 
automobiles assume the momentum? And if they do, 
will the resulting uptrend of late 1956 and early 1957 be 
reinforced, or undercut, by trends in capital goods and 
residential building? If no pronounced cyclical move- 
ment has arisen out of the steel strike, then trends in 
these areas may be largely independent of each other; 
they will not have been unified into a single expansion 
as they were in 1952 by the strong cyclical effects of a 
general boom. 

This explains why the steel strike of 1956 has not 
resulted in the overwhelming consensus among analysts 
that appeared after the 1952 steel strike; the outlook for 
individual industries this time has not been tied into a 
dependable, forecastable cyclical package. Beyond the 
next three months, analysts are faced with an acute 
forecasting problem in a number of individual areas— 
automobile sales, capital goods demand, residential 
building activity, Federal Reserve policy. In none of 
these areas is there yet a firm ground for a forecast of 
direction for the first half of 1957; in each of the first 
three, there is some reason to doubt that any sharp 
advances are in prospect. 


THOSE 1957 MODELS - - - 


During the summer, as passenger-car output started 
its long downhill run into model change-overs, sales 
volume at the retail end remained constant, if not 
strong, and dealer stocks fell at a satisfactory rate. 
Moreover, demand for clean, late-model used cars ran 
well above the modest volume of trade-ins, and used-car 
prices were considerably stronger than a year ago. The 
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1956 automobile market is working its way well out of 
the 900,000-car morass it was in earlier in the year. 
Question for late 1956: Does that mean that there is a 
clear path for the 1957 models, back to the 8-million 
production rate of mid-1955? 

While the 1956 models are still on sale, it is a little 
difficult to project the atmosphere of the automobile 
market after the introduction of new models. As usual at 
this time of year, automobile manufacturers have 
adopted an attitude of modesty with respect to the new 
models. Descriptions of these models still have a small 
piece of masking tape over the initial “R”’ in the word 
revolutionary; after model introductions, the tape will 
certainly be removed, and the massive merchandising 
machinery of one of the hardest-selling industries in the 
economy will be unleashed. 

Judging from trade reports from Detroit, the indus- 
try’s products for 1957 will justify some very hectic 
promotional activity indeed. The character of the auto- 
mobile market could thus be enthusiastic for the first 
time since the summer of 1955, and retail sales of auto- 
mobiles to cash buyers may be very high by the end of 
the year. (It might be added that, in the plush $400- 
billion economy of 1956, it is even possible that automo- 
biles will be appearing in considerable number on 
Christmas gift lists.) 

In any event, prestocking of dealers on the new 
models will assure a production level in the neighbor- 
hood of 1.8 million passenger cars in the fourth quarter, 
a level which implies a considerable rise in the automo- 
bile component of the Federal Reserve’s index of 
industrial production. The weight carried by automo- 
biles in the industrial production index is about 1.5%; 
the weight of iron and steel is about 3.5%. By late in 
the year, this highly volatile 5% of the index will be 
back close to the capacity rates of late 1955 and early 
1956, and the contribution of these industries to the 
total index will have risen about six points from the 
level of July. 

Beyond the fourth quarter, however, neither the steel 
nor the automobile outlook is at all clear. With the steel 
rate back to capacity by September, inventories of con- 
suming industries will almost certainly be rising in the 
fourth quarter; and they may well rise further in the 
first quarter, at least in so far as lighter steels are con- 
cerned, unless automobile production rates go over the 
top and return to their 1955 levels. 


+ > + AND NEXT YEAR’S CREDIT BUYERS 


In this key hard-goods sector of steel and automobiles 
the combined trend thus depends heavily upon the 
automobile production rate in early 1957. And the 
automobile production rate, in turn, depends upon the 
shape and timing of the response of credit buyers to the 
1957 models. 

There is no disposition on the part of analysts to 
assume a very strong credit market in early 1957 ahead 
of its actual appearance, because of the extremely high 
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rate of extensions in 1955 (much of it on 36-month 
terms), and the fact that outstandings in 1956 have 
continued to creep up. 

Opinions about the first half of 1957 are thus sub- 
stantially colored by the individual analyst’s position 
with respect to one of the most difficult analytical 
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problems of the postwar trend; namely, what is the 
bearable limit of the instalment debt repayment burden, 
relative to income? 

This is perhaps the most discussed, and least enlight- 
ened, area of current business conditions. With respect 
to it, it would seem advisable to maintain a considered 
caution. If a pronounced new advance of personal in- 
come should emerge out of the 1956 steel strike, as it did 
out of the 1952 strike, it would be possible to argue that 
by early 1957 the relationship of the instalment debt 
burden to income would have been somewhat deflated, 
even though debt itself had not declined. Such a burst 
of income is not now a necessary consequence of the 
steel strike. If it should not materialize, a further sub- 
stantial booming of the credit market would imply a 
further rise in the relationship of debt to income to still 
another new high above the 12% level of mid-1956. 

It should also be noted that the implied rise in the 
relationship would be especially rapid if the average 
term of instalment contracts were not to lengthen— 
and it is not likely to lengthen over the next twelve 
months. During most of the postwar years (with the 
exception of 1951, when regulation W was in effect) the 
average term has been stretching steadily, with the 
result that the monthly repayment burden has not risen 
so rapidly as the debt itself. The sharp lengthening of 
terms in 1955, for example, partly explains the fact that 
the largest growth in outstanding instalment debt on 
record was accompanied by a relatively modest increase 
in the relationship of debt repayment to income. (The 
remainder of the explanation, of course, is that income 
itself was rising rapidly.) 

All of this makes the point that on the facts them- 
selves instalment debt over the past half decade has 
become an increasingly volatile apparatus of the short- 
term trend to a point where it may now require, instead 
of bland assumption, careful insertion into a forecast. 


CAPITAL GOODS QUESTION : - - 


As with steel and automobiles, the capital goods 
market is more or less assured for the remainder of 1956. 
Unlike almost all other industries, the industrial con- 
struction and equipment industries were affected by the 
steel strike, and some carry-over of planned activity 
from the third quarter to the fourth quarter is certainly 
likely. It seems altogether probable now that the fourth- 
quarter figures for plant and equipment expenditures 
will be in the neighborhood of a $38-billion annual rate. 

By mid-September, the Commerce-SEC regular quar- 
terly survey of planned outlays should help to clarify the 
short-term outlook for capital outlays. But viewed 
against its own recent trend, the rate will certainly be 
strikingly high; it is fully 20% higher than in late 1955, 
and nearly 40% higher than its trough in early 1955. 
Capital spending was on a plateau for the four years 
preceding 1955, and the average annual percentage 
increase measuring from the early 1950’s to the current 
rate may not be substantially outside what might be 


called a normal range, particularly if some weight is 
given to the intervening rise in the prices of capital 
goods and plant construction. Nevertheless, the sharp 
uptrend in this sector over the past two years raises 
important doubts about the ability of business to main- 
tain the trend over the coming year. 

The uptrend is now steep enough, and prolonged 
enough, to be entering a period where substantial new 
capacity, up to now under construction, will be going 
‘on stream’ and adding to the weight of supply in a 
broad range of markets. And the rate of outlays has 
already clearly moved into a range where heavy borrow- 
ing is required to support it. Its passage into this range 
has been accompanied by increasingly heavy demands 
on the market for long-term funds. Federal Reserve 
restraint in providing these funds to the banking system 
has resulted in a pronounced rise in the cost of borrow- 
ing. Unlike the American consumer, American corpora- 
tions are still far from the historical limits of their 
borrowing capacity: they could doubtless carry a higher 
fixed interest burden than they are now carrying. But 
until the Federal Reserve will provide the funds to be 
borrowed, financing is rapidly becoming a critical dimen- 
sion of capital spending plans. 


- + + AND QUESTIONS IN HOUSING 


For the housing industry, as well as the capital goods 
industry, Federal Reserve policy remains a crucial ele- 
ment in the outlook. Housing starts have been drifting 
downward erratically since the end of 1954; in June and 
July they were only slightly above a 1-million annual 
rate. For the past few months, the rate of VA appraisal 
requests and FHA applications has been moving more or 
less sideways, after taking account of seasonal influ- 
ences. But construction contract awards, as reported by 
F. W. Dodge Corporation, have continued to decline, 
and rather sharply. 

How much of the decline in housing is attributable to 
purely market conditions, and how much of it is at- 
tributable to the tightness of money, remains a moot 
question. Certainly, the difficulty is not all market or all 
money. With respect to the market, the latest figures on 
vacancy rates look very good indeed, and the number of 
mortgagors in default is almost negligible. On the other 
hand, there have been reports indicating that in many 
cases builders are now having trouble putting up houses 
at a price level required by market conditions. At the 
same time, the fact that mortgages are selling in the 
secondary market at a considerable discount certainly 
documents the obvious fact that long-term funds for 
these purposes are scarce. (By early August, the FNMA 
was setting new records for the number and value of 
mortgages purchased on the secondary market; FHA- 
insured mortgages were being sold in early July at about 
a $2.25 discount per $100 of outstanding loan amount.) 

Thus steel and automobile production, together with 
carry-overs of capital goods plans, insure the outlook 
through the end of the calendar year. Beyond that, a 
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number of issues remain: the ultimate strength of the 
automobile market; the strength of the capital goods 
market; the strength of the housing market; the poten- 
tial impact of Federal Reserve policy on both capital 
goods and housing. The combinations of possibilities 
among these variables for early 1957 are, of course, 
extremely wide. They range from further expansion 
(very possibly accompanied by an important increase in 
the price level") to a significant decline in total business 
volume. Because the range of possibilities is so wide, 
forecasting for the first half of 1957 is now inevitably 
tentative and hesitant; it will take sharp watching by 
analysts, from here to the year’s end, to narrow the 
range and shape it to a useful forecast. 


ALBERT T. SomMMERS 
Division of Business Economics 


1 All three markets most closely identified with the level of business 
in early 1957—capital goods, automobiles, and housing—are also 
closely identified with credit demand. A simultaneous expansion of all 
three would obviously involve a rapid further expansion of private 
debt, and a bidding up of prices for basic materials and labor. This is 
the specter of inflation from which the Federal Reserve has drawn its 
recent attitude of firm restraint. 


Business Forecasts 


General 


The Outlook (August 13) ““Automobiles—With lengthier 
model change-overs scheduled, passenger-car production in 
the third quarter will fall sharply below that a year earlier. 
For all of 1956, estimated output of some 6,000,000 units 
would represent a 24% decline from the 1955 record. Fol- 
lowing early gains, truck production has been running below 
that a year before, and the estimated 1956 total of some 
1,158,000 units would be around 7% under the 1955 level. 


“Bituminous Coal—Resumption of full-scale steel opera- 
tions and continued strong demand from utilities and the 
export market indicate production of bituminous coal through 
near-by months (barring labor difficulties) moderately ahead 
of the year-earlier experience. 


e e 


“Construction—Outlays for the first six months of 1956 
reached some $20 billion, about 2% above the year-earlier 
peak. Public works expenditures accounted for the bulk of 
the gain, with highway outlays up 15%. Over the near term, 
public works will continue to increase under the impetus of 
the road program. Dwelling starts, on the other hand, 
probably will continue to lag. 


“Copper—Indications are that the domestic producers’ 
price of copper will experience erratic movements over the 
near term following the 6-cent slash to $0.40 a pound early 
in July. Foreign prices, as well as those quoted by domestic 
custom smelters, are lower. Moreover, demand temporarily 
is less robust, reflecting efforts of customers to cut inven- 
tories and four-day workweeks at plants of others. 
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“Cotton Consumption—Less active demand for cotton 
goods, partly resulting from rising imports, caused curtail- 
ment of mill output and general extension of July closings 
to two weeks. However, the expected increase in activity 
during the fall season should lift mill consumption above 
recent levels. 


“Department Store Sales—Despite unfavorable spring 
weather, sales for the first seven months of 1956 were about 
4% larger than a year before. Well-maintained consumer 
demand is in prospect, but, in view of the high year-earlier 
base, some narrowing of the sales gain is expected over the 
balance of 1956. 


“Electric Power Production—Continued wide year-to-year 
gains in power production are in prospect over the near term. 


“Freight Carloadings—Recovery from the steel strike, re- 
newed vigor in the automobile industry, and seasonal influ- 
ences should be reflected in fair year-to-year gains in fall 
months. 


“Gasoline—The heavy inventory of gasoline at primary 
levels continues to exert a retarding influence on prices, 
despite some increases in special crudes in Texas in June. 
For all of 1956, consumption should rise about 5%. If re- 
finery runs are held at fairly low rates and gasoline yields 
also are held down, inventories should cause no trouble. 


“TLead—Although buying interest has subsided somewhat 
because of declines in automobile output and in housing 
starts, the statistical position continues relatively good. 
With the government ready to purchase any excess supplies 
of domestic mined metal for the stockpile, the $0.16 price, 
which has ruled since January 13, is expected to hold over 
coming months. 


“Tumber—The lag in dwelling starts indicates lower 
takings of lumber although larger needs for nonresidential 
building provide some offset. 


“‘Paper—Over the near term, paper and paperboard pro- 
duction will probably run slightly ahead of the year-earlier 
rate. Some slackening in paperboard requirements is taking 
place, but demand for this and most paper grades continues 
quite heavy. 

“Rayon and Acetate Yarn—Domestic yarn shipments in 
the first six months of 1956 were 13% less than a year pre- 
vious, with tire yarn off 8% and acetate off 21%. Some 
recovery in demand is in prospect from the tire and textile 
trades, but shipments are expected to remain below year- 
earlier rates. 

“Shoes—lIncreased inventories will probably hold output 
below that of a year before, in the immediate future. How- 


(Continued on page 391) 
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DEFENSE TREND 


penditures in fiscal 1957, the so-called “major 

national security programs” account for a full 
$41 billion. About $35 billion of this total defense figure 
represents “direct defense” expenditures of the Defense 
Department for equipping and maintaining the armed 
forces. The rest represents defense-related activities— 
development and control of atomic energy, stockpiling, 
the defense production expansion program, and foreign 
military assistance. 

The direct defense figures for fiscal 1957 do not in- 
dicate a major change from the spending levels of the 
two preceding fiscal years. But, whereas fiscal 1956 saw 
a decline in the spending rate, 1957 will evidently see a 
slight rise. The upturn adds substance to the argument 
that the outlook is now for small gradual increases in 
the cost of security which will reflect higher prices, more 
complex equipment, and rising military pay and allow- 
ances. Present opportunities for economies in outlays for 
conventional armament have now been largely exhausted, 
while the opportunities for additional expenditures on 
“new weapons” are still developing. 


(—' THE $69 billion estimated federal budget ex- 


At the beginning of hostilities in Korea in mid-1950, 
outlays of the Defense Department were at an annual 
rate of $12 billion. A crash build-up program raised the 
spending rate to about $20 billion annually by the end 
of 1951, and a peak of almost $44 billion was reached in 
1953. Outlays declined sharply in the ensuing two years, 
with the Army’s share bearing the brunt of the decline. 
The $35-billion plateau in direct defense spending in 
fiscal 1955 and 1956 is the level which officials have 
asserted must be maintained as part of a long-range 
security program. 

Apart from direct defense, trends in the “‘defense-re- 
lated” security programs have been erratic. Expendi- 
tures for development and control of atomic energy, 
which rose sharply in fiscal 1952, and then slowly for the 
next two fiscal years, have recently been declining. In 
fiscal 1957 they will evidently rise somewhat. Foreign 
military aid, after attaining a peak of $4 billion in 1953, ~ 
declined to $2.3 billion in 1955, rose to $2.5 billion in 
1956, and is expected to stay there in 1957. 

Peak outlays for stockpiling and defense-production 
expansion programs occurred in 1954. However, these 
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programs are declining in importance as the stockpile 
goal of $11 billion is approached. 


HARD GOODS SPENDING AND OBLIGATING 


With the beginning of the shooting war in Korea, 
hard-goods obligations . . . the placing of firm orders 

. . rose much faster than spending. By mid-1952, al- 
most a full year before the end of the Korean War, the 
peak in the placement of orders had already been 
passed. However, defense backlogs (notably for air- 
craft) continued to expand in fiscal 1953; and even 
though the letting of contracts virtually ceased in fiscal 
1954, orders totaling about $55 billion were still out- 
standing at the end of that year. Currently, obligations 
and expenditures for hard goods appear to be ap- 
proaching a rough balance in the neighborhood of $12 
billion annually. 

In the years of the Korean War, hard goods rose to a 
dominant position in defense spending; the share of 
direct defense going into military hardware climbed 
from 27% in fiscal 1951 to 46% in 1953. But since the 
end of the shooting war in Korea, requirements of 
operation and maintenance, reserve training, and re- 
search and development have become hotly competitive 
for the defense dollar. By fiscal 1956, hard goods had 
shrunk to only 37% of total Defense Department spend- 
ing. A further decline in this percentage is in prospect 
for fiscal 1957. 

Since 1953, the Army has suffered a pronounced re- 
duction in funds amounting to almost the entire reduc- 
tion in total defense spending. In fiscal 1953, the Army 
accounted for 22% of all federal budget expenditures, 
considerably more than the Navy’s outlays, and almost 
10% more than those for the Air Force, but by fiscal 
1956, Army spending was not much more than half of 
the Air Force’s spending and slightly less than outlays 
by the Navy. 


INSIDE THE TOTAL 


The decline in defense outlays, and the decline in out- 
lays by the Army, have been accompanied by a massive 
shift in hard-goods procurement. In both planning and 
spending, emphasis has been shifted from tanks, vehicles 
and nonnuclear weapons to rapid development of super- 
sonic aircraft, guided missiles, electronic control systems 
and nuclear propelled submarines, surface ships and 
(very recently) aircraft. In fiscal 1954, the rate of new 
ordering of “conventional” armament! fell by about 
$15 billion; even aircraft procurement was at a virtual 
standstill. In the ensuing years, the obligations for these 
conventional-type weapons have recovered and are ap- 
parently striking a balance, with expenditures at about 
a $10-billion annual rate. This is not much more than 
one third the rate at which new orders were being placed 
for these weapons in fiscal 1952. 

1 Includes aircraft, ships and harbor craft, combat and support 


vehicles, artillery, weapons, ammunition, production equipment and 
facilities and other procurement and production. 
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In contrast, the volume of expenditures for missiles 
and electronics, two categories of “unconventional” 
hard goods for which data are available, has been in a 
persistent uptrend that is only partly disguised by the 
rise-and-fall cycle imposed on all defense spending by 
the Korean War. Total expenditures on hard goods were 
scarcely changed from fiscal 1955 to fiscal 1956, but the 
total figures hide a sharp decline in expenditures for 
conventional weapons, which has been offset by a sharp 
rise in outlays for new weapons. Guided missiles and 
“electronics and communications’, which accounted for 
only 5% of major hard-goods procurement in 1951, had 
risen to 10% in 1955 and will evidently account for about 
17% in 1957. Outlays for missiles alone amounted to 
$21 million in 1951; for fiscal 1957, outlays will ap- 
proximate $1.3 billion. 

Spending for these newer types of hard goods can be 
expected to rise even further in the future, and it is un- 
likely that outlays for aircraft will decline much further 
in the near future. The air strength of the Navy and the 
Marines is planned to remain set at seventeen air- 
carrier groups and three air wings, respectively. The Air 
Force is expected to add an additional ten wings to the 
approximately 127 now in existence. The urgent and 
persistent need for modernization is likely to remain a 
major factor in maintaining aircraft outlays. Estimates 
credited to the Air Force indicate an annual procure- 
ment need of about 3,300 aircraft, to maintain and con- 
tinuously modernize 137 wings.! (Only about 1,900 
planes are scheduled for delivery for fiscal 1957.) 

1¥For the longer term, there is a prospect that the build-up of 
missile strength will permit a reduction in the procurement needs for 


manned aircraft. However, this influence is expected to be negligible 
over the next few years. 
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At present, all Air Force fighter and medium bomber 
wings are fully jet equipped, yet they will soon be ob- 
solescent. Now planes like the Navy F8U-1, and the Air 
Force F-101, F-104 and F-105, have made speeds well 
in excess of 1,000 miles per hour a very real possibility, 
and nuclear powered aircraft have begun to assume the 
appearance of a reasonable objective. 

Another illustration of the pressures of modernization 
demands is provided by the North American F-86 
Sabre jet, which only a few years ago was performing 
admirably against the MIG-15 in Korea. It is now being 
replaced by the leader of the “Century” series fighters, 
the F-100 Supersabre. Similarly, the older all-weather 
interceptors, such as North American’s F-86D, Nor- 
throp’s F-89H, and Lockheed’s F-94C, are being re- 
placed by the MacDonnell F-101A Voodoo, and the 
Convair F-102A. The Republic F-105B, the Lockheed 
F-104A, and the North American F-107A are either 
ready to go into production, or are in an advanced stage 
of development. 

Bombers present a similar picture. The Boeing B-47 
medium jet bomber, the Strategic Air Command’s most 
powerful weapon, is in increasing use. But Convair’s 
B-36 is rapidly being replaced by the new Boeing long- 
range jet bomber, the B-52 Stratofortress. Transports 
also are scheduled for replacement, with the Flying 


Boxcars and Constellations giving way to the Lockheed 
C-130A Hercules, on which deliveries have already 
started, and the Douglas C-133A. The Navy, too, has 
its replacement problems. New carrier aircraft, now in 
limited use or expected to become operational shortly, 
are the Douglas A3D Skywarrior and the A4D Sky- 
hawk, the North American FJ-4 Fury and the Chance 
Vought F8U-1 Crusader. 

As a result of the tremendous recent growth of guided- 
missiles programs, there are at least nine antiaircraft 
and tactical missiles in operation today. Strongest in- 
terest centers around the international race to perfect 
the ultimate weapon, the ICBM (Intercontinental 
Ballistics Missile) with a range of about 5,000 miles, a 
velocity of 15,000 m.p.h. (over twenty times the speed 
of sound) and the capacity to travel outside the earth’s 
atmosphere until the target area is reached. The ICBM’s 
nuclear warhead would be capable of destroying an area 
of ten square miles. The Air Force is making progress 
toward this end by its concentrated effort in research 
and development of the Atlas and Titan missiles. 

The Snark and Navaho .. . long-range, electron- 
ically guided, air-breathing missiles with near supersonic 
speeds . . . are also in the developmental stage. In a re- 
cent test, a Snark completed a controlled flight of 2,000 
miles, a greater distance than the 1,500 miles planned 
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Changing Trends in Hard-Goods Procurement 
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for the IRBM (Intermediate Range Ballistics Missile). 

The Navy is equipping itself with aircraft armed with 
missiles, as well as with new supercarriers of the For- 
restal class. The new defense look on the high seas ap- 
pears in the Navy’s Sparrow, Petrel, Terrier and Regu- 
lus missiles. The surface force is also keeping stride with 
some important changes. In operation is a nuclear- 
powered submarine and a_ guided-missile-equipped 
cruiser. Plans are approved for additional new and con- 
verted missile-armed destroyers and frigates, and an 
experimental nuclear-powered cruiser and supercarrier. 
The Army is replacing conventional artillery with the 
Honest John, Corporal and Redstones missiles. Anti- 
aircraft guns throughout the country are being sup- 
planted by Nike installations controlled by the elec- 
tronic Missile Master System, a smaller counterpart of 
SAGE (Semi-Automatic Ground Environment System), 
the Air Force’s continental defense system. 


ON WAY UP 


Total budget expenditures for defense seem to have 
emerged from the valley they have traced out since their 
peak in 1953. Total defense spending is expected to in- 
crease slightly in 1957, and few analysts would be sur- 
prised if the increase turns out to have been understated. 
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The price increases in materials and components an- 
ticipated in the budget estimate might turn out to be 
conservative. There is a body of opinion, both in the 
Defense Department and in Congress, that the require- 
ments of the Air Force are being met only on a minimal 
basis. Some critics believe that the Air Force missiles 
program is substantially underbudgeted. They feel that 
an inevitable increase in the production of the new inter- 
continental B-52 jet bomber will involve a substantial 
upward revision of Air Force spending and that the 
exploitation of unforeseen technological breakthroughs 
in missile programs might also upset the spending esti- 
mate. Finally, the Defense Department’s expenses for 
military payroll and allowances and subsistence could 
well be affected by the current uptrend in the general 
cost of living. For all these reasons, there is no tendency 
to term the current estimate of defense spending an 
unduly liberal forecast. Barring any pronounced easing 
of international conditions, there is now a slight upward 
tilt to the outlook for defense spending. 


HYMAN STEINBERG 
Division of Business Economics 


Economic Notes 


Private Spending for Public Welfare 


Americans voluntarily contributed a total of $5.4 billion 
for religious and philanthropic purposes in 1954, according 
to estimates prepared recently by the Social Security Ad- 
ministration. This represented 1.5% of our gross national 
product, compared with the 1.3% of the national output 
going for religious and philanthropic purposes in 1930. 

Of the 1954 contribution dollar, religious organizations 
received the largest share—an estimated 53 cents. Secular 
welfare services and care accounted for 15 cents, secular 
health services and care 12 cents, educational institutions 
8 cents, and foreign relief 2 cents. The remaining 10 cents, 
went to museums and libraries, campaign costs, and to 
“charity racketeers.” —M.C. 

\Health and Welfare Expenditures of Private Philanthropic 


Agencies in 1954,” by Thomas Karter. Research and Statistics Note, 
No. 15, April 9, 1956, Social Security Administration, 8 pp. mimeo. 


A Demographic Cry from Ye Olden Time 


“We are credibly inform’d, That a young Man living not 
far from Providence, has lately had a sudden and surprizing 
Produce in a numerous Offspring, such as can scarce be 
parralel’d; no less than eight Boys, all Twins, born of four 
Women within a Fortnight’s Time, being by them father’d 
upon him. A fine Hand this, to assist in peopling some of 
our new Townships, which ly desolate and unimprov'd for 
want of Inhabitants; and without some such Assistance 
may continue so for some scores of Years.” 

The Boston Weekly News-Letter August 5-12, 1742 


—From The William and Mary Quarterly, A Magazine of 
Early American History, October, 1955. 


Farm Income, by Quarters 
Billions of Dollars 


Item 


Cash receipts from farm marketings.................+05: 29.5 
Nonmoney income and government payments............ 3.7 
Realized gross farm income. ........cccccccceseececes 33.2 
Farm production expenses. ..........ccsseseccesesccees 21.9 
Farmers’ realized net income. .............2eeeeeeeees 11.3 


I I IV Year I sa4 
29.9 28.7 28.9 29.2 29.6 29.7 
3.7 3.7 3.6 3.7 3.6 3.7 
33.6 32.4 82.5 32.9 83.2 33.4 
21.8 21.4 21.3 21.6 21.6 21.8 
11.8 11.0 11.2 11.3 11.6 11.6 


Seasonally adjusted annual rates 


Source: Department of Agriculture 


AGRICULTURAL 


r | THE HEAVY gray clouds hanging over the farm 
picture during the past several years have been 
lifting gradually in 1956, and the persistent four- 

year decline in farm prices has been stemmed. 

Six consecutive month-to-month increases in the in- 
dex of prices received by farmers brought the June, 
1956, figure to the highest point since August, 1954, and 
11% above December, 1955. Although the index dipped 
1% in July, and another 3% in August, both months 
still stood above the July-August levels of 1955. A 55% 
drop in the price of potatoes and fairly steep declines for 
several other vegetables were the principal reason for 


PRICES IN 1956 


the August decline. These decreases, largely seasonal, 
were only partially offset by sizable price rises for hogs 
and cattle and modest increases for wheat, rye, corn, 
and fruit. 


SOME COMPARISONS 


While farm prices for the first eight months of 1956 
averaged some 3% above the second half of last year, 
they are still about 3% below the first six months of 1955 
and far below the highs of 1951. But recovery of farm 
prices has already begun to buoy up farm income. 

Cash receipts from farm marketings for the first half 


Trend of Prices Received by Farmers over Past Decade 
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of this year advanced some $800 million from the second 
half of last year (seasonally adjusted annual rate). 
Higher farm prices were mainly responsible for the 
increase in cash receipts. A contributing factor was that 
the volume of farm products marketed during the first 
six months of this year dipped less than seasonally. And 
despite some increase in farm production expenses, 
farmers’ realized net income rose from $11.1 billion (sea- 
sonally adjusted annual rate) in the second half of 1955 
to $11.6 billion in the first half of this year. (See table.) 

Should farm prices stabilize at levels of the past few 
months, it seems likely that farmers’ realized net income 
for the second half of this year will not be off much from 
the level of the first half. If so, 1956 would mark the 
first year-to-year increase, even though rather small, in 
farmers’ realized net income in five years. The steady 
decline in farm income in recent years seems to have 


been halted. 
WHY THE IMPROVEMENT? 


The index of prices for crops has risen more strik- 
ingly—some 15% since the end of last year—than the 
livestock and products index, which increased 6%. 
Among the crops which have contributed most to the 
price recovery are corn, sorghums for grain, rye, and 
soybeans. 

However, the single group of farm products which 
registered the sharpest price improvement was meat 
animals with a gain of 25% since December, 1955. 
Price rises were particularly pronounced for hogs and 
lambs. Hog prices in recent months were at levels 
nearly 50% above December, 1955. Although hog 
prices rallied more dramatically than any other indi- 
vidual farm product, it had also suffered the steepest 
slump during 1955. 

Cattle and calves showed moderate gains, while 
sheep prices have been going down in recent months. 

Prices for most meat animals, particularly hogs, had 
last winter dropped to the lowest levels in many 
years, owing to a very large over-all meat supply. 
Some cutback in meat production from the peaks 
of last fall and winter is at least partly responsible 
for the strengthening of meat prices this year. Prices 
of chickens and eggs are down somewhat from the 
second half of last year. Record high production this 
year is largely responsible. 


FARMER'S SHARE OF FOOD DOLLAR 


Prices of food items at the retail level have not 
risen as much as at the farm level. Consequently, 
the farmer’s share of the “market basket,”! which 
had been declining rather steadily from 48% in 1951 
to 39% in the last quarter of 1955 and the first 
quarter of this year, has been inching up; in the 


1The market basket contains the average quantities of farm- 
produced food products purchased, in 1952, for consumption at 
home by urban wage-earner and clerical-worker families. 
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Prices Received by Farmers for Selected Products 
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second quarter of this year it averaged 41%. The 
bulk of the increase from the first to second quarter 
stemmed from the sharp increase in prices of hogs. 


Suimuey S. Horrman 
Division of Business Economics 


Price Changes During the First Six Months of 
1955-1956 
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strengthened. A comparison of price changes 
during the first six months of 1955 with those of 
the first half of 1956 shows this clearly, 

General stability was the striking feature of the 1955 
price picture. Over the first six months of the year, retail 
prices, as measured by THe CoNFERENCE Boarp’s 
United States index, inched up only 0.4%. Apparel 
prices in June, 1955, were at the same level as in January, 
1955. Housing costs rose 0.3% during the six months’ 
period and food prices, reflecting seasonal increases, 
were up 0.4%. Sundries and transportation pushed 
slightly higher, with increases of 0.5% and 0.6%. The 
almost straight lines on the chart show only very minor 
price fluctuation during the period. 


A DIFFERENT PICTURE 


The price movement during 1956 presents a different 
picture. Through February there was only the slightest 
indication of a break from the established pattern. Un- 
expectedly weak automobile prices made a dent in the 
transportation index. And food prices declined, particu- 
larly those for meat. The general price level remained 
unchanged, however, as the three other major com- 
modity groups remained stable. Then, in March, the 
decline in food halted and apparel prices began to rise. 
The effect of these changes was not apparent in the 
over-all price level at that time, since it was canceled 
out by declining transportation costs. But, in April, 
when food prices began to rise again (transportation 
costs dropped at a decreasing rate), the all-items index 
turned up. 

Over the full six months of the current year, prices 


Ree prices during the past three months have 


TREND CHANGE IN 
CONSUMER PRICES? 


rose 0.7%. Contributing factors were an increase of 1.3% 
in food prices and a rise of 1.0% in the cost of sundries. 
While the upswing of food prices was concentrated in 
the last half of the period, price advances for sundries 
were spread out evenly. Smaller increases (of 0.6%) oc- 
curred in housing and apparel prices. Transportation 
costs were 0.8% lower than in December, 1955. 


FOOD PRICE BEHAVIOR 


Over-all food prices during the first part of 1955 were 
rather stable. But it was the result of counterbalancing 
movements among the components of the food index. 
As coffee prices came down from the heights reached in 
the previous year, those for fruits and vegetables, espe- 
cially potatoes, rose to new levels. While the meat, fish 
and poultry index was steady, poultry prices rose con- 
siderably; beef became a “‘best buy.” The dairy prod- 
ucts and eggs group, barring some seasonal price varia- 
tion, was steady, as were cereal and bakery products. 

During the first half of 1956, cereal and bakery 
products were the only food group to show a price 
behavior similar to that of 1955. Food prices exhibited 
more than seasonal strength during the last half of the 
period as meats and fruits and vegetables became con- 
siderably dearer. Pork, which had been on bargain 
counters for a number of months, in May finally re- 
sponded to government attempts to strengthen its price 
situation. Prices then increased rapidly, but still re- 
mained well below 1953 levels. Beef has not rallied to 
the same extent, although the downward movement 
came to a stop by April. 

Short supplies of fruits and vegetables, caused by 
severe crop damage during the frosts early in 1956, by 
June had been translated into a 12% price increase. 
Fruits did not escape unscathed but vegetable prices 
responded to a much greater extent. Part of this was 
owing to the great importance of potatoes in family 
buying. Generally rising during spring, potato prices 
this time increased 50%. Supplies were extremely short, 
first, because 1956 yields fell far below expectation and, 
secondly, because government action had diverted the 
surpluses accumulated during the previous year. 

The “other food” group also shared in the general 
upward trend. Coffee prices again spiraled upward as 
previous price increases for green coffee reached the 
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consumer market. Fats and oils reversed their slightly 
downward trend of early 1955, and moved steadily up. 

Dairy products and eggs were the only group to de- 
cline during 1956, although prices were generally higher 
than in 1955. Egg supplies were unusually plentiful as 
the weather remained unseasonably cool. June prices 
were thus more than 15% lower than at the beginning 
of the year. Fresh milk was cheaper and butter steady. 


OTHER COMMODITY GROUPS 


Of the remaining four commodity groups included in 
the index, only transportation declined during 1956. 
The other three (housing, apparel and sundries), all had 
increases which exceeded those of 1955. Apparel costs 
actually declined during the first half of 1955. 

Housing costs in 1956 increased twice as much as 
during the first half of 1955. This is explained by an 
increase of 0.8% in rents and of 0.7% in household 
operations costs in 1956. Increases during the compar- 
able 1955 period were much lower: 0.5% and.0.1%, 
respectively. And the downward movement evident in 
the first half of 1955 in furniture and equipment prices 


Half-Year Changes in Prices of Major Commodity 
Groups, 1955 and 1956 
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had almost come to a halt in 1956. Fuel prices, on the 
other hand, have increased somewhat less this year. 
Apparel prices, which had declined slightly during the 
first half of 1955, moved up steadily during 1956. Service 
charges (dry cleaning and shoe repair) led the upward 
swing with a 2.6% increase. Men’s apparel followed, 
advancing 0.8%, while women’s apparel remained un- 


Comparison of Food-Group Price Movements 
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Consumer Prices Rise Again 


CONSUMER prices rose 0.4% in July according to trend. Higher coffee prices brought an advance of 0.6% 

Tue ConreRENCE Boarp’s United States index of retail in the “other food” group. 

prices. The all-items index, at 102.1 (1953=100), was Increases in rents and household operations brought 

1.8% above that of July, 1955. The purchasing value housing costs up 0.1%. 

of the July dollar was 97.9 cents (1953 dollar=100 For the fourth consecutive month, apparel prices ad- 

cents), 0.4 cent below the previous month and 1.8 cents vanced, by a slight 0.1%, with men’s apparel up 0.2%. 

below July, 1955. Clothing services (dry cleaning and shoe repair) cost 
Price increases were recorded in all five components 0.6% more. Women’s clothing prices were down 0.1% 

of the index. Food prices, for the third consecutive as summer sales started. 


The Conference Board's Consumer Price Index—United States Cities Over 50,000 in Population 
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month, had the largest increase—one of 0.9%. Sundries Transportation costs rose 0.1%. The effect of higher 
rose 0.38%, and transportation, apparel and housing used-car prices was canceled by lower prices for new 
were each up 0.1%. cars. Public transportation charges were slightly higher. 

Scattered increases in all parts of the sundries index 
The Breakdown brought an advance of 0.3% to the total group. 


All food groups were higher in July. Fruits and vege- 
tables led the rise, with an increase of 1.9%. Fresh 
fruits were 1.4% cheaper than in June, but fresh vege- Compared with a year earlier, July retail prices were 
tables were 6.1% dearer and canned and frozen fruits 1.8% higher. Food cost 1.5% more than in July, 1955. 
and vegetables moved up fractionally. Onions and Fruits and vegetables, up 10.2%, showed the highest 
potatoes recorded the largest price increase, the latter increase. Meat, fish and poultry were 4.2% below last 
advancing 11.9%. The substantially higher vegetable year’s level. 
prices are the result of crop failures earlier this year. Housing costs were 1.6% higher over the year, with 
Potato prices were most severely affected, since govern- the highest increases in fuel, power and water. 
ment action had cut down all existing surpluses. Meat, Apparel was up 1.1%; the men’s clothing budget was 
fish and poultry prices moved up 1.1%. Beef cost 1.7% hit hardest with a 1.5% increase. 
more, and pork was 2.3% higher than in June. Poultry Transportation costs rose 3.5%, with public trans- 
and fish prices were steady. Dairy products and eggs portation rising most. 
advanced 0,8%, with fresh milk and butter higher. Sundries were up 2.1%; the highest increase was in 
Egg prices continued their unusual summer downward medical care items. 


Year-earlier Comparisons 
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changed. The 1955 price picture was different, with 
women’s clothing 0.3% cheaper, men’s clothing 0.1% 
cheaper, and service charges advancing only 0.6%. 

Transportation costsalso show a 1956 price movement 
different from 1955. Public transportation charges in- 
creased more than three times as much in 1956 as in 
1955. Automobile transportation costs showed a de- 
crease in 1956 while they had been advancing over the 
comparable 1955 period. This reversal is explained by 
the unexpected weakness of the 1956 new-car market, 
which caused the high new-model prices to come down 
more rapidly than customary. As a result, the total 
transportation index declined 0.8% during 1956, while it 
had advanced 0.6% in the first half of 1955. 

The sundries index advanced twice as much in 1956 
as in 1955. The main difference was in the cost of per- 
sonal care items, which increased 2.2% in 1956 as against 
a 0.2% rise in 1955. All other parts of the sundries index 
also had sharper increases than in the comparable 1955 
period. ; 


VALUE OF DOLLAR 


The consumer in 1956 has seen the purchasing value 
of his dollar decline at a faster rate than in 1955. The 
one saving grace of the 1955 price picture—lower food 
prices—has disappeared. Retail prices thus appear to be 
establishing a more pronounced upward trend than 
during the previous year. Whether this trend will exceed 
that of increasing personal incomes remains to be seen. 


HEten B. Junz 
Statistical Division 


Business Forecasts 
(Continued from page 381) 


ever, heavy retail shoe demand should lift production in 
late 1956, possibly to a record rate. 


“Steel—It will probably take the industry about a month 
to get back to full operations. Demand, particularly for 
plates, structurals, and other heavy products, is expected 
to be strong. 

e e 

“Zinc—Zinc usage by the automotive and steel industries 
is expected to improve moderately over the near term. 
However, with available supplies currently exceeding con- 
sumption, producers’ stocks are in sharp uptrend; in June, 
the total was 70,025 tons, the highest since April, 1955. 
Government stockpiling purchases should eliminate some of 
the burdensome excess.” 


Aircraft 


Steel (August 6)—“‘The aircraft industry’s suppliers can 
look forward to continuing good business through the rest 
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of the year and well into 1957. Plane makers have an esti- 
mated $14.3 billion backlog on their order books. In 1955, 
their sales were only $8.2 billion. 

“The total aircraft backlog will mean at least $3 billion 
in business for subcontractors. On typical Air Force con- 
tracts with one company, subcontracting averaged from 25% 
to 45% of the total dollar volume.” 


Appliances 


Homer L. Travis, vice-president of sales, Kelvinator Di- 
vision, American Motors Corporation (as reported in Steel, 
August 13)—“The appliance industry is beginning to show 
signs of recovery from its contraseasonal slump. . . . [Mr. 
Travis] says home laundry appliance sales will reach a record 
6 million units this year and even more in 1957. Factory 
sales of household washers are running 4.5% ahead of last 
year’s, and home laundry equipment in general is about 6% 
ahead. Vacuum cleaners are 19.2% ahead of year-ago figures, 

“Radio and television set sales are picking up for two 
main reasons: Some set manufacturers going out of business 
are clearing their stocks at attractive prices; political con- 
ventions are a better sales gimmick than the best adver- 
tising brains can think up. Both sales and production in 
June came close to setting records, and July and early August 
should see further improvement. 

“Now all the appliance people need is some 100 degree 
Fahrenheit weather to help clear their stocks of air condi- 
tioners. They are a drug on a cool market.” 


Automobiles 


Steel (August 6)—“The automobile industry is coming 
back to life. The year is still expected to be fifth best for 
carmakers. Sales were starting to pick up again last month. 
Dealers are estimated to have moved some 480,000 units, a 
performance bettered only in July of last year and July, 
1953. 

“Faced with a growing danger that dealers may run out 
of cars before 1957 models reach the floors, Ford and Dodge 
have increased their 1956 production plans. .. . The fourth 
quarter is expected to bring 1956’s sales up to 5.9 million 
cars.” ; 


Industrial Machinery 


The Iron Age (August 16)—“The industrial truck and 
tractor industry chugged through the first half of 1956 at 
levels 40% ahead of 1955’s record production. With the 
pace certain to be maintained during the second half, ship- 
ments by the industry are expected to pass the $500 million 
mark this year. 

“All signs point to heavy expansion within the industry, 
more new firms entering the market, sizable technological 
advances, and marketing of a greater variety of material 
handling equipment. All are signs of a growing young 
industry... .” 


Machine Tools 


Steel (August 6)—“Look for machine-tool orders to pick 
up again after a slight slide through June and July. Spokes- 
men in industry believe that the effects of last year’s 
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THE PATTERN OF PROGRESS ABROAD 


By Horry F. Prioleau 
President, Standard-Vacuum Oil Company 


r | 70 MEASURE the driving creative force of mod- 
ern capitalism we need only look back a little 
more than forty years. In 1914, for example, 

shortly before the National Industrial Conference 

Board came into being, capital investment in Amer- 

ican manufacturing was $22 billion. Today it is ap- 

proaching $200 billion, or about nine times as much. 

In American operations and investments abroad, 
the expanding vigor of capitalism has been equally 
dramatic. Prior to World War I our foreign invest- 
ments were, according to the standards of that time, 
extensive enough—about $2% billion. In the past four 
decades, however, the tremendous energy of Ameri- 
can capital has made itself felt in all parts of the 
free world. United States direct private investments 
overseas are now estimated at $18 billion, about 
seven times what they were forty years ago. 

We send our capital and equipment to an alumi- 
num plant in Canada, the uranium fields of the Bel- 
gian Congo, coffee plantations in Brazil, rubber plan- 
tations in Sumatra, the iron mines of Labrador, and 
the copper mines of Rhodesia. And to most of these 
places we send our scientists and technicians, help- 
ing to train local personnel in the skills of modern 
industry. 


WHERE PROVING IS NECESSARY 


American free enterprise has brought a great meas- 
ure of economic progress to most of the areas where 
it has been exported. In some, American companies 
are able to carry on their operations, with a mini- 
mum of risk, under conditions very much like those 
we have at home. In other parts of the world, we 
are doing business at the frontiers of enterprise. There 
are countries and regions where the free enterprise 
system is viewed with dark suspicion. 

In these places modern capitalism must prove itself. 
It is often hedged about by government regulations 
that tend to inhibit venture capital. And beyond 
the frontier, in these pioneering areas, lie the coun- 
tries of communism, whose glib and aggressive sales- 
men strive in every possible way to persuade doubt- 
ful peoples that the American capitalistic system is 
@ sinister force bent on their exploitation. 

Yet in spite of their efforts they have not been able 


to match or discredit American capitalism abroad in 
one vital respect—performance. Every day our 
business interests in foreign lands have the chance 
to demonstrate just what our system can do. For 
the most part we have met this challenge success- 
fully. Yet, paradoxically, for American enterprise 
Overseas, success is not enough. Indeed, our per- 
formance is often taken for granted. We not only 
have to do the job, but we must also call atten- 
tion in a tactful way to the fact that we have 
done it. American capital abroad should be ready 
and willing to explain its workings, its needs, and 
its motives to people of other lands; for only in this 
way will they be convinced that our operations are 
bound up with their national welfare. 


AN IRREGULAR PATTERN 


Our progress abroad is an irregular pattern. In 
many regions we have won success and goodwill. In 
others we have made good and yet we are not fully ac- 
cepted. ... To illustrate the problems faced by Amer- 
ican enterprise away from home, we may consider 
the experience of the oil industry, which accounts for 
over one third of our total foreign investment. The 
company I represent has engaged exclusively in over- 
seas trade for upwards of sixty years. The Standard- 
Vacuum Oil Company’s operations cover more than 
fifty countries and territories in the Eastern Hemis- 
phere. We have some 40,000 employees, about 95% 
of whom are nationals of the countries in which they 
work. We explore for oil, and then produce, refine, 
transport and market petroleum products in Asia, 
Australia, New Zealand, and South and East Africa. 
To some extent, our problems as foreign operators 
bear special reference to the oil industry. In many 
respects, however, our experience is typical. 

The difficulties the American investor faces in the 
foreign lands where he does business are many, and 
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some are rather serious, especially in the Asian areas. 
I do not bring up these matters to discourage Amer- 
ican capital investment abroad. On the contrary, I 
believe American capital should be encouraged to go 
overseas. Such investment is so important in the 
world-wide economic scheme that we should take a 
hard look at the difficulties in order that they can be 
better understood and intelligently dealt with. 

An important question is that involving remittance 
of profits earned overseas. Having earned a profit in 
a foreign country, can you get it out? The key factor 
here is the shortage of foreign exchange which has 
plagued most nations since the end of World War II. 
The result is that some countries limit your remit- 
tances, while others, with the best will in the world, 
simply do not have adequate foreign exchange for 
this purpose. 

There is also the matter of remittance of funds 
to cover depreciation. Can you obtain foreign ex- 
change to buy supplies and equipment to ‘replace 
worn-out facilities? Any company will make its pur- 
chases locally to the maximum extent possible. But 
in many cases the materials required can be pur- 
chased only in the United States or Europe, and 
with foreign exchange. Offhand you would think that 
it was to the host country’s own interest to assist 
you in this matter. But sometimes that is difficult 
because of a tight foreign exchange situation, or the 
existence of strong local pressures to assist national 
enterprises. 


PROBLEM OF MANAGERIAL PERSONNEL 


Another extremely important consideration in that 
involving managerial and technical personnel. It is 
natural for an American company engaged in direct 
operations abroad to send over American specialists 
to supervise the investment and to supply adminis- 
trative leadership and technical skills that may not 
be available in the host country. At the same time, 
quite understandably, all the countries in underde- 
veloped areas want their own citizens to be able to 
assume positions of responsibility as soon as possible. 

In Standard-Vacuum we sympathize with this de- 
sire, and that is why we have instituted large-scale 
training programs for nationals. But the peoples of 
the East, who, until recently, were generally un- 
familiar with the requirements of modern business, 
are inclined not to realize how much experience goes 
into the making of an executive or a highly skilled 
specialist. After being on jobs for three or four 
years, they often feel that they ought to replace 
Western personnel in higher positions for which they 
are not yet qualified. 

An employee relations problem of this sort can 
affect your business very strongly. Some countries 
fix an arbitrary percentage of positions all the way 
up the ladder which must be filled by national per- 
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sonnel. They may also restrict participation of Ameri- 
can specialists by delay or denial of visas, or by ex- 
cessive personal taxation on the foreign employee. 

A major industrial relations problem is that of 
unreasonable labor demands. In a number of coun- 
tries which have recently won their independence 
the labor organizations are young and extremely ag- 
gressive. They frequently make demands which are, 
to put it mildly, irresponsible. Fortunately, in most 
countries the government labor office will be ready 
to arbitrate labor disputes, and help produce settle- 
ments within the realm of reason. 

These are some of the major difficulties the Amer- 
ican investor may encounter overseas. In trying to 
deal with them we must recognize the fact that many 
countries have attitudes toward free enterprise that 
are different from ours. For instance, perhaps the 
majority of Asians like the idea of government-owned 
enterprises, even where they would be in direct com- 
petition with established, well-run private businesses 
already making important contributions to the na- 
tional economy. But American capital tends to shy 
away from countries where government participates 
actively in commercial enterprise. Obviously, then, 
some modification of this attitude is called for if for- 
eign investment is to help expedite their industriali- 
zation. 

Also, many peoples abroad tend to associate capi- 
talism with colonialism. We, on the other hand, be- 
lieve that American capital has played a significant 
role in helping newly independent countries to get a 
start on industrialization. Another area of miscon- 
ception: it is sometimes the impression abroad that 
American free enterprise is a soulless, dollar-hun- 
gry machine; whereas we know, and are glad to dem- 
onstrate in our day-to-day operations, that American 
capitalism is very much concerned with human wel- 
fare. 

Add to these misconceptions differences in language 
and custom and in work habits, strengthen these at- 
titudes with the unifying force of nationalism, and 
you have a more or less chronic problem of commu- 
nication—of getting across our way of thinking to 
foreign peoples and foreign governments, and, in turn, 
of understanding their way of thinking. 


PROFITS AND SECURITY 


All these matters are concerned in one way or 
another with two basic questions: first, the ultimate 
financial profit to be realized from a foreign invest- 
ment; and, second, the security of that investment. 
In plain language, the American company wants to 
know: “Will the laws and regulations under which 
we operate still hold good five or ten years from 
now?” To commit capital under conditions which 
seem to promise a fair return, and then to have the 
rules of the game abruptly changed to the company’s 
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disadvantage is most discouraging for the foreign in- 
vestor. 

Admittedly, it is difficult for any government to 
bind itself over a period of years to certain fixed 
agreements without regard for the rapid economic 
changes that may affect the nation’s welfare. And 
it may well be that a company should be prepared 
to alter the terms governing its operations when a 
change in basic conditions works hardship on the 
host country’s economy. Nevertheless, it is wise 
practice before committing large sums abroad for 
the investor to obtain every possible assurance that 
the original provisions will not be changed—at least 
for a reasonable period of time—so that he will have 
an opportunity to recover his investment. 

These points add up to an imposing list of bar- 
riers to dynamic capitalism. But despite them the 
game is well worth the candle. Why do we find 
American capital going to places like the Rhodesias, 
the Belgian Congo, Brazil and Indonesia? True, these 
are exciting places, and any man with his health and 
a lively curiosity would find going there a fascinating 
business indeed. But a far more compelling reason 
is the fact that key resources are to be found over- 
seas—and must be developed right on the spot. 


OUR NEED FOR RESOURCES 


America needs these resources increasingly as our 
technology becomes more complex: manganese, ura- 
nium, tin, mica, asbestos, chrome, cobalt, nickel and 
bauxite. All or most of our supply of these materials 
are imported. Thus our dependence on other areas 
for raw materials is very real. If we could count 
only on our present oil reserves in this country to 
support our future economy, we would have to turn 
back the clock many years as far as our living stand- 
ards are concerned, 

Quite apart from our own self-interest in the access 
to raw materials, the world’s resources are going to 
be needed increasingly in other areas. For example, 
the countries and territories where my company op- 
erates hold about half of the free world’s popula- 
tion. Yet they consume less than 10% of the free 
world’s commercial energy output. But this situa- 
tion is rapidly changing. Today, Asia and Africa, 
along with Latin America, show an upward trend 
in this respect far sharper than that of Europe and 
the United States. You can be sure that their raw 
material requirements will very nearly parallel the 
ascending curve of their energy consumption. 

The investors of capital must anticipate these de- 
mands which are going to be placed on the world’s 
natural resources. If we cannot effect an interna- 
tional economic partnership with the peoples of other 
nations—and a partnership whose terms are accept- 
able to them and to us—then we and our friends in 
the free nations face some pretty grim alternatives. 


A second vital factor inviting American capital 
abroad is the enormous market potential of the un- 
derdeveloped areas. This potential rests not only on 
their impressive population figures but on the in- 
evitable upward climb of their per capita consump- 
tion of goods. 

If their incomes should rise by, say 10%, it would 
significantly affect world trade patterns. Consider- 
ing the relatively low economic base from which these 
nations are starting, a percentage increase of even 
more than that within a fairly short period of time 
is not an extravagant hope. 


OPPORTUNITIES FOR TRADE 


This huge reservoir of potential customers offers 
very real profit opportunities. Consider that there 
are well over a billion people in the underdeveloped 
areas who feel, for the first time, that it is within 
their reach to obtain the material benefits which have 
resulted from Western industrial organization. Their 
needs are great. Their supplies of certain products 
and services are very limited. This means that the 
company establishing itself abroad today has two 
things running in its favor: first, it is getting in on 
the ground floor; and, second, it is laying the ground- 
work for future operations of much greater scope. 

For those who seek fresh outlet for their goods 
overseas, actually setting up a branch overseas may 
be desirable—or in some cases essential. Operating 
costs at a foreign site are likely to be lower than 
here, and being located in the place where you are 
doing business has distribution advantages. But, 
most important, if you put a branch overseas, a large 
part of your costs can be borne in the local cur- 
rency. Therefore, you can accept payment in local 
currency from customers who could not buy if for- 
eign exchange were required. Thus you tap a very 
worthwhile market which is out of the reach of the 
American exporter. 

You do not have to visit Asia and Africa in order 
to realize their vast potential as markets for Western 
goods. But there is nothing like a trip to these areas 
to see with your own eyes how great these markets 
can be. Traveling by train or plane, you look out 
of the window at miles and miles of uncultivated 
land. You are reminded of the billions of acres that 
could be brought to more productive life with the 
aid of chemical fertilizer plants and modern farm 
equipment. Or perhaps, in an Asian city, you pass 
by a new hospital or clinic. You are struck by the 
growing health consciousness of the new Asia, and 
how this in turn will one day be translated into an 
enormous market for pharmaceuticals, antibiotics, 
vitamins and clinical equipment. 

In Africa, it is high noon. The day is insufferably 
hot. Yet in the near future, the visitor is reminded, 
refrigeration, deep-freeze units and air conditioning 
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will begin to make life easier and more productive in 
many parts of this great undeveloped continent. He 
sees a market, virtually without limit, for the pack- 
aging and preservation of food. 

In a village he observes the entire population gath- 
ered around the only radio in town. This, in turn, 
recalls the new Asia’s growing literacy, and the 
hunger of its people for all kinds of information— 
and this is translated into a market for books, 
paper, newsprint, radios and phonographs. 

Visiting the government trade ministry, he may 
be informed that foreign capital is needed for the 
development of such products as steel, raw film, in- 
dustrial explosives, dyestuffs, soda ash, moulding 
powders and fertilizers. Among other needed indus- 
tries included in this list are those for the manu- 
facture of industrial machinery, pneumatic tools, 
hand tools, watches, spark plugs and wire products. 

I am speaking only of theoretical investment possi- 
bilities. The practicality of each investment’ must 
be examined individually. Whether you want to go 
into a given country, and whether that country will 
let you in, depends on a great many circumstances. 
The American investor must find out how welcome 
his product is; whether the foreign government may 
subsidize a local competitor; he must negotiate fair 
conditions for his investments. All this takes patience 
and understanding. 


A PROBLEM OF GOOD WILL 


To get along abroad, the American company must 
be extremely flexible. It must be prepared to do 
business under many kinds of economic systems. 
Success will depend in part on the investor’s ability 
to convince leaders of the underdeveloped countries 
—some of whom are not particularly sympathetic 
to free enterprise—that his company’s operations are 
in accord with the host country’s national interests. 

Selling American free enterprise abroad is in large 
part a problem of communicating good will. You 
have to do this on two levels. The first involves es- 
tablishing a basis of mutual confidence with foreign 
government leaders and businessmen; the second, 
making friends with the general public. 

In dealing with government officials my own com- 
pany has found that there is no substitute for face- 
to-face meetings with leaders at the highest possible 
level. Their conditioning has taken place in an in- 
tellectual atmosphere quite different from ours. 
Among the cadre of officials who guide national poli- 
cies there is still wide misunderstanding of some 
of the facts of business life. Our task is to get 
through to them. This means not only getting across 
the details of our own operations, but making use of 
these informal talks to communicate the general 
philosophy, the practices, and concepts of free enter- 
prise. Obviously the differences in our two points 
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of view are not likely to be bridged by officials’ 
letters or during polite conversations at ceremonies, 
formal dinners or semiofficial parties. But we have 
found many times that person-to-person discussion, 
with both sides, as it were, in shirt sleeves, gives us 
the best chance to win the support and confidence 
of foreign government representatives. 

These talks are not a one-way proposition. We, 
too, have learned a lot. We recently concluded new 
and important fiscal and financial arrangements with 
one of the new nations of the Far East. It took 
three years to reach agreement, and sometimes we 
grew restive at the slowness of the negotiations. But 
during those three years we became wiser men. 

Many of the men with whom we were dealing were 
not what we would call deeply experienced in either 
the field of business or government administration. 
Yet they displayed an eye-opening ability to grasp 
and evaluate concepts foreign to them. Despite a 
lack of background in government-business relation- 
ships, they showed an immaculate sense of honor 
when their word was given on a matter. 

They introduced a graciousness and courtesy to 
business dealings which we found rare. We already 
knew that the ultimate success of our capital ven- 
ture could not be forecast by the slide rule alone. 
But in our negotiations this fact was driven home 
to us with new force. 

Equally important is the matter of communicating 
your good will and dramatizing your good works to 
the general public. In all the world’s underdeveloped 
areas, there is growing up a politically conscious, lit- 
erate and articulate mass of people. We must make 
ourselves better understood among this new public. 
If we do not, knowledgeable government leaders, 
who know in which direction their national interest 
lies, may become captives of a less-informed elec- 
torate. 


MAKING THE IMPACT FELT 


Many American companies abroad carry on rela- 
tively extensive campaigns to disseminate the free- 
enterprise point of view as widely as possible. They 
put out booklets and magazines both for employees 
and for outside circulation. They place institutional 
advertising in local publications. They produce movies 
and radio programs. They participate in trade fairs 
and other special events. 

American companies must also take every oppor- 
tunity to dramatize the impact of their investment 
on the local and national scene. For instance, when an 
important construction job is completed in one of our 
areas we generally celebrate the event with some 
kind of special ceremony. Many of you are famil- 
iar with the ceremonies with which foreign refineries 
and other plants have been opened. Executives from 
the United States attend these affairs; and, more 
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importantly, foreign government officials attend and 
participate in them. When two of our refineries 
recently went on stream, the occasion was used by 
top officials of the host country to announce the 
large savings in foreign exchange the building of the 
refinery would mean. These announcements were 
not only made directly to an important immediate 
audience but were nationally reported through the 
press and other media. 

At one recent opening we used the occasion to 
spike the rumor that one half of all the money we 
took in would be sent back to the United States as 
profits. The fact is that our profit margin is not 
unreasonable. And our postwar foreign investment 
thus far has actually exceeded our total postwar 
profits. 

But many strange stories find believing ears abroad. 
For example, I have been disturbed—and a bit amused 
—to find in my travels that some people think I own 
the Standard-Vacuum Oil Company. I go to great 
pains to explain that we are really owned by more 
than a half million people from all walks of life—and 
that we are actually even more broadly owned through 
the widespread participation of people in insurance 
programs, investment trusts and other institutions. 

Another dramatic. series of events, with strong 
human overtones, attended the early development of 
our oil fields in Central Sumatra. These fields are in 
a remote region, and to provide better transportation 
for our people and supplies we built a modern air- 
field near them. The airfield was turned over to the 
Indonesian Government with appropriate ceremonies, 
and through a well-planned press tour this action 
became known to millions of people. What did this 
transfer accomplish? For one thing, now that the 
airfield is part of the Indonesian transport system, 
the Governor of South Sumatra can reach Central 
Sumatra in one and a half hours instead of requiring 
a difficult three-day journey via road, coastal vessel 
and river boat. This contributes to the better coor- 
dination of government administration, and anything 
which contributes to more stable, efficient govern- 
ment is good from our standpoint. 

As a part of this whole Central Sumatra program 
we have built schools, houses and clinics. We have 
also built a road following our pipeline to the coast. 
Economic development tends to follow lines of trans- 
port, and both the airfield and road have stimulated 
a chain reaction of local development. New small 
businesses have sprung up. Agriculture and a fishing 
industry have suddenly come alive. 


GOING BEYOND THE CUSTOMARY 


To get along abroad one must often go beyond 
what one would consider the customary obligations 
of good corporate citizenship: 


¢ Aid-to-education programs in many countries 

¢ A magnificent hospital in the Saudi Arabian desert 
which treats more than 500,000 patients a year 

¢ The importation of fine stock into Jamaica to bolster 
the cattle industry there 

¢ A program for training Latin Americans in machinery 
maintenance 

¢ The multimillion dollar support of a Venezuelan tech- 
nical assistance program. 


All these actions by American private capital are 
intended not to win thanks but to win friendship 
through practical projects with mutual benefits. 

Earlier I spoke of the natural desire among the 
people of the younger countries where we operate to 
have their own nationals placed in responsible jobs 
as soon as possible. I also said that they were in- 
clined to push this idea too hard, and to demand 
positions for which they were not yet qualified. Yet 
I cannot help wondering whether we should not be 
prepared to advance nationals to management po- 
sitions somewhat faster than we would under com- 
parable circumstances in this country. It would not 
be realistic to move as rapidly as some foreign lead- 
ers are urging us to do. But there is a middle road 
somewhere. The fact that Asians themselves place 
top priority on “Asianizing” businesses conducted in 
their countries is a compelling reason for us to move 
ahead faster than we have in this regard. Clearly, 
the more Asians we train for positions of responsi- 
bility the more we can expect the foreign countries to 
be sympathetic to our operations. 


FOR MORE VISITS HERE 


Something else which would surely result in a bet- 
ter understanding of dynamic capitalism is a greater 
number of visits to this country by government of- 
ficials, business leaders and educators from foreign 
nations. American businesses operating overseas 
must play a bigger role in bringing such visits about, 
and in underwriting them if necessary. I have talked 
with hundreds of people who were visiting here in 
the United States for the first time. I have yet to 
find one who did not appear to leave this country 
with far more favorable attitudes toward our people 
and our institutions than when he arrived. It is en- 
couraging that more and more heads of state are 
coming to this country. But I wish that a much 
greater number of people who are important—but 
somewhat below the top level of leadership—could 
also be brought to these shores. Many of these people 
have never been to the Western Hemisphere, and 
naturally they have misconceptions of us. Many of 
their misconceptions would disappear if they could 
take trips to the auto factories of Detroit and the 
aircraft plants of southern California, have a look 
at the oil development of Venezuela, make a tour of 
Canada’s burgeoning West, pay visits to some of 
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our cultural centers, and have conversations with a 
lot of friendly Americans in their own home towns. 

Another way business can win greater respect 
abroad is to identify itself more closely with cul- 
tural movements within the host country. A few 
companies lend encouragement and support to local 
painters of promise and to groups organized to pur- 
sue other art forms. One American company spon- 
sors a photo contest in an Asian country where pho- 
tography has become a widely enjoyed hobby. An- 
other conducts an annual search for classical singing 
talent. All these things evoke a remarkably warm 
response by our foreign hosts, who often have the 
idea that we are a coldly materialistic sort of people. 


A DYNAMIC CAPITALISM 


I am not suggesting that business must feel obliged 
to play the role of patron of the arts. But this sort 
of thing gives us a humanity we lack in foreign eyes 
and presents to our hosts a more balanced picture of 
the American character. Now some of you gentlemen 
might say: “That’s all very well, but spreading the 
concept of free enterprise and creating friendly at- 
titudes in people abroad won’t make money for my 
company—and that’s the primary concern of all 
business.” This might be true in the short range, 
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but if we, the main exponents of free enterprise, do 
not seek opportunities overseas now, the future pros- 
pects for doing so may well be lost to us. 

We all know of a number of countries which ap- 
pear convinced that state operation provides the 
best solution to their economic problems. If we take 
a negative position and do nothing to influence these 
attitudes, there is little doubt of the outcome: in- 
ternational trade and commerce will become so re- 
stricted that the impact will soon be felt in all spheres 
of our own economic life. Quite apart, therefore, from 
the immediate profit opportunities which exist— 
and many do exist—in the long range it is in our 
own best interest to encourage private American in- 
vestment abroad on as wide a scale as possible. 

Today, American businessmen manage a very large 
part of the world’s available financial resources. This 
role places upon them the responsibility of leader- 
ship. If we are uninspired and unimaginative—if we 
should default—at a time in the world’s history when 
conflicting ideologies and systems are competing for 
men’s minds, the result could well mean the end of 
our way of life. On the other hand, if we continue 
to make our investments work for people as well as 
for profit, then American capital will remain dynamic 
for a long, long time. 


BUSINESS BOOK SHELF 


The Challenge of Automation—A presentation of papers de- 
livered at the National Conference on Automation. The 
first four chapters are the major papers given at the confer- 
ence. These are “Public Policy Implications,” by Senator 
Joseph C. O’Mahoney; “Applications and Uses,” by John 
Diebold; “Technological Considerations,” by Donald P. 
Campbell; and “Industrial Significance,” by Walter S. 
Buckingham, Jr. Supplemental comments on the subject 
of “Labor’s Stake” are presented by Walter P. Reuther, 
Nat Goldfinger, Jack Conway, James B. Carey, Joseph A. 
Beirne, I. W. Abel, and Adam Abruzzi. Public Affairs Press, 
Washington, D. C., 1955. $2.00. 


Industrial Advertising for Profit and Prestige—Analyzes the 
role advertising plays in marketing industrial products. 
There are sections dealing with planning the basic advertis- 
ing strategy, writing copy and making layouts, and media 
and advertising research. By Warren R. Diz. Printers’ Ink 
Books, Pleasantville, New York, 1956. $6.00. 


Dynamic Factors in Industrial Productivity—This book is an 
exploration of two parallel processes in business-managed 
industrial firms: the mechanization of production and the 
rise of administrative overhead. The author discusses the 
determinants of changes in production methods, and the 
determinants of manpower utilization. The author’s 
methods of investigation, as well as the results of inquiry, 
are presented. By Seymour Melman. John Wiley, New York, 
1956. $4.75. 
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Handbook of Successful Tax Procedures—A practical ac- 
count of suggested procedure and action on tax matters sub- 
sequent to the filing of a return. How to obtain refunds, 
rulings, settlements, and how to proceed when a return is 
questioned by the Internal Revenue Service are among the 
many topics covered. J. K. Lasser Tax Institute, Sydney 
Prerau, Director. Simon and Schuster, New York, 1956. $4.96. 


Plant Location—This book is an authoritative and practical 
guide to scientific plant location. It treats all the factors en- 
tering into the selection of a satisfactory community, in- 
cluding raw material sources, labor supply, nearness to 
markets, utilities, taxes, climate and other facets of loca- 
tion planning. Included are many check lists, charts, graphs, 
and illustrations which highlight specific factors to be con- 
sidered. By Leonard C. Yoseen. American Research Council. 
1956. $10.00. 


Social Security and Public Policy—This book identifies the 
major groups of questions which must be answered in every 
social security system and discusses the more important 
considerations to be taken into account and evaluated in 
finding the answers. The author draws her illustrative mate- 
rial primarily from the American social security system, but 
utilizes foreign experience to round out the picture. By 
Eveline M. Burns. Economic Handbook Series, Seymour E. 
Harris, Editor. McGraw-Hill Book Company, New York, 
1956. 291 pages. $5.50. 


MONEY SUPPLY BEHAVIOR: CULPRIT OR CUSTODIAN? 


between a reemphasized monetary policy and 

buoyant business trends has been to focus atten- 
tion upon some of the often mysterious relationships 
between the supply of money and economic activity. 

Last month saw an increase in both the level of that 
activity and the cost of money, but little change in its 
supply. With much of the seasonal expansion in credit 
needs still in the offing, speculation mounted over both 
short-term and long-term consequences of still “tighter” 
credit. 

Many were speculating that, with interest charges tax 
deductible, weren’t the important questions those re- 
volving around the availability of funds rather than 
cost? 

Given today’s tax structure, can there really be too 
much reliance in higher interest rates as a credit control? 
Hasn’t recent British experience seemed to indicate that 
higher rates (within a moderate range, at least) were not 
producing the restraining results the authorities de- 
sired? Isn’t the real problem, then, one of how much 
money there is and the circumstances under which it is 
made available? 


LACKING ANALYTIC ATTENTION 


Until recently, at least, the somewhat erratic behavior 
of money supply in relation to economic activity had 
generally discouraged analytical attention. This seeming 
lack of relationship undoubtedly reflected the unprec- 
edented World War II multiplication of both money and 
monetizable debt and the slow process in adjusting to 
it. Earlier this year, continuing tightness led to some 
second thoughts on the subject. Wasn’t there some 
logical relation between money-supply increments and 
economic growth, possibly an optimal secular rate of 
growth of the nation’s money supply? Fluctuations in 
money supply and in the business cycle, it was observed, 
had been close during some past periods. If it could be 
shown that such a relation was generally valid, might 
not unusually small money-supply increments be short 
sighted? 

Now, with the Federal Reserve’s policy seemingly 
changing from one of “dear but available” money to one 
of “dear and scarce,”’ more has been heard about a need 
for a regular increment of new money in keeping, some- 
how, with the nation’s long-term growth pattern. Such 
an increment, some feel, need not be fixed, but should 
vary with the rate of economic growth and should stand 
in some not too clearly defined relationship to the in- 
creased needs for, and uses of, money. Failure to supply 


()* BY-PRODUCT of the continuing interaction 


these infusions, then, would arbitrarily restrain an 
orderly expansion. According to this reasoning, the 
absence of any appreciable increase in available money 
since early 1955 during a period of substantial, general 
expansion is becoming ominous. 

In these poststeel-strike weeks, some comments have 
gone even further to question whether not only the 
boom itself may soon be unreasonably nipped in the bud, 
but whether existing general levels of activity can long 
be maintained without a reversal of credit-supply 
policies. 

No clear or simple reply to such speculation presents 
itself. The record of the past has been one from which no 
consistent relationship between money and growth is 
obvious, and from which no annual percentage rate 
of increase can be readily demonstrated as optimal. 
Further, the theoreticians offer little, in the way of 
persuasive logic, to advise whether supply should be 
regulated, according to price level changes, for instance, 
or according to some other standard like output or 
income changes. Even if there were such a criterion, we 
would still be faced with crucial unknowns as to the 
necessary amount of money supply and how much and 
when it should change. A review of recent behavior 
and past experience can, however, supply some infer- 
ences, first, as to the secular relationship of money 
and general activity and, secondly, as tocyclical behavior. 


DATA SUPPORT TWO READINGS 


In the decades since the founding of the central bank 
(and origin of most monetary statistics), the amount of 
money in use has exhibited some highly erratic move- 
ments. The greatest fluctuations have been connected 
with monumental wartime bank financing of deficits 
and with difficult postwar adjustments of prices, costs, 
incomes, and output to a highly inflated money supply. 

At the same time there has frequently existed a 
parallelism between the course of money and the course 
of economicactivity. (See chart, page 399.) In fact, a case 
for average annual increases in money supply somewhat 
in line with long-term economic growth trends could be 
argued.’ But inadequacies in the data severely hamper 
investigation, particularly into any long-term cyclical 
relation of money to total business activity. Because of 
this, the period under review here will be confined 
primarily to post-World War II years, generally exclud- 
ing the first two years as having been dominated by 
readjustment problems. 


1 For example, see Clark Warburton, “How Much Variation in the 
Quantity of Money Is Needed?” Southern Journal, April, 1952. 


BUSINESS RECORD 


From 1914 to 1956, the annual rate of increase has 
averaged 6%. These years obviously encompass many 
extreme fluctuations, and any computed line represent- 
ing a constant rate of change over them is, at best, a 
poor fit. Moreover, interpretation of such an average if 
pushed too far would border on the fanciful. Some con- 
sistency in the long-run pattern exists, however, if 
cyclical downturns and war years are ignored. 

Thus there was a fairly steady increase in the first half 
of the 1920’s, following the sharp fluctuations of World 
War I and its readjustment period—roughly an average 
of just above 2% per year. In the recovery years of 1936 
and 1937 the rate of annual growth returned to about 
that of the earlier 1920’s, as it also did later in the 
immediate post-World War II years. There was a slight 
decline in 1949, after which the growth similarity was 
again pronounced. 

One important deviation from trend over these dis- 
crete years is significantly apparent. In the boom years 
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The shaded areas on this and the following charts represent periods of 
contraction in the business cycle according to the studies of the National 
Bureau of Economic Research (see, for example, Geoffrey H. Moore, 
"Statistical Indicators of Cyclical Revivals and Recessions,'' Occasional 
Paper 31, and the Bureau's 36th Annual Report, ''Basic Research and the 
Analysis of Current Business Conditions''). Termination date for the 
contraction period beginning uty. 1953, is a Conference Board estimate. 
No estimates have been made for the trend of business activity since 
August, 1954. The reader might also want to examine the data plotted in 
these charts against his own estimate for the contraction period of 
1951-1952, which has not been eee in the Bureau's cyclical analysis. 
Money supply is currency outside banks and demand deposits, excluding 
interbank and United States Government deposits. Computed trends 
are straight lines fitted to the logarithms of the data for the two periods 
fidlinated: in the chart, plotted as of the end of June of each year 


Sources: Federal Reserve; National Bureau of Economic Research; The 
Conference Board 
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of the late 1920’s, money supply changed very little 
despite the accelerating pace of business and, particu- 
larly, of financial activity. 

Otherwise, the broad outline generally fills an a priori 
prescription that periods of rising activity should be 
expected to be associated with greater demands for, and 
uses of, money and that secular growth would similarly 
entail use of a larger supply of deposits and currency. 

For the period 1946-1956, the annual rate of growth 
appears to have been somewhat higher than in the 1920’s 
and the recovery years of the 1930’s, averaging out in 
the neighborhood of 2.5%. At this rate, it compares 
closely with the long-term average rise of 3% in real 
output. The representativeness of this 2.5% average is 
obviously and expectedly better than that for the entire 
period for which annual data are available. But, again, 
there is a considerable area of variation, ranging from a 
modest contraction to a high annual increase of nearly 
5.7% in total money. Perhaps significantly, but more 
likely by coincidence, money supply in June, 1956, 
rested practically on the intersection of the two growth 
trends—a 6% average rate based on 1914-1956 and a 
2.5% rate derived from the 1946-1956 data plotted on 
this page. 

In the relatively short period for analysis since 1948, 
the cyclical pattern which emerges is not entirely posi- 
tive but it does have some consistency. During the 
1948-1949 recession, money supply actually contracted 
slightly. Since then, however, an easing in business 
activity has been associated with, at best, a leveling in 
the long-term upward trend in money supply. Excepting 
the current one, expansionary periods have been accom- 
panied by upsurges in the quantity of money varying 
from 2.5% per year on up to nearly 6%. 


NEW FORCES AT WORK? 


In recent years there has also been a general trend 
toward the stabilizing or smoothing out of the money- 
supply curve, the joint product of two separate tend- 
encies. During the downturn of 1953-1954, a possibly 
unique set of forces was in operation. Although business 
loans fell off, deposits remained unaffected. Demand for 
other types of loans (e.g., mortgage loans) was strong, 
and increased investments in municipal and other bonds 
counteracted any depressing effect on total money sup- 
ply. In the preceding year, sales of governments by 
banks to finance business expansion had left them in a 
position, once these loans receded, to “buy back in.” 
Moreover, Reserve credit was generally maintained and 
member-bank reserves consequently declined only 
modestly. 

A stabilizing force also appears to be at work in the 
expansionary phase. As the demand for loans rises, com- 
mercial bank holdings of governments are liquidated or 
allowed to run off. With no “‘pegging”’ and a policy of 
little or no Reserve buying, what are in effect built-in 
‘“‘snubbers” come into operation. Under the pressure of 
sales, the prices of governments tend to fall and the 
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banks’ ratio of cash and governments to deposits de- 
clines (both thereby inhibiting some additional sales). 
At the same time the drawing down of the deposits of 
the private buyers of the governments tends to offset 
any new loan-created deposits made possible by the sale 
of those governments. To acquire net new reserves in the 
absence of open-market acquisitions, application must 
be made to the Fed’s discount window for help at what 
has for sixteen months now been at ever higher prices. 
Thus the volume of money again comes into head-on 
contact with monetary policy.} 


PURCHASE-SALE NEUTRALITY 


Since mid-1955, money-market tightness and the 
marked leveling in the trend of money supply did not 
come so much from Reserve “mopping-up” operations 
through sales of governments as from a continuing posi- 
tion of purchase-saleneutrality. Asthe chart on page 402 
indicates, the result was an almost unchanged position, 
except for usual seasonal needs, of both Reserve credit 
and member-bank reserves. When loans and the pace of 
total activity rose, the central bank withheld any new 
reserves so that pressure on lendable funds tightened of 
its own accord. (Six boosts in the rediscount rate also 
contributed to the pressure.) The sharp rise in bank 
lending was financed by liquidation of governments 
without Reserve participation, with the result that the 
money supply was little affected. 

In the eighteen months ending with June, the value 
of total output rose 11.2%; the money supply (season- 
ally adjusted) increased 3.3%. The real money squeeze, 
however, set in with the tightening of official policy 
about mid-1955. Whereas the money supply had been 
allowed to rise 4.3% between the midyear call dates of 
1954 and 1955, in the year from May, 1955, it rose only 
1.2%. The temporary easing allowed this past June 
contributed to a jump that month of about $1 billion, 
sending the year-to-year increase up to 1.5% (in con- 
trast to a change of 5.4% in GNP over the same period). 

Money tightness of the past year or eighteen months 
also shows up in per capita data (see chart, page 404). 
Whereas in previous postwar cyclical movements, per 
capita money supply had generally moved in step with 
the ups and downs of total activity, since moderately 
expanding late in 1954 it has exhibited little change, 
particularly in comparison with the steady upward 
swing recorded between 1950 and 1953. A rough com- 
parison involving money and GNP (in current dollars) 
does not, however, indicate any recent departure of note 
from the postwar pattern of a somewhat inverse cyclical 
relationship. Secularly, the data, as plotted on page 404, 
would seem to indicate a gradual and persistent down- 
trend in this ratio and, inferentially, the ability of 
growth to occur upon a relatively smaller money base 
but one that is being used at a faster rate. 

1 Open-market purchases of governments during a downturn would 
directly affect the money supply in the opposite direction. They would 


provide new reserves, on the basis of which commercial banks could 
either extend new loans or make new investments. 


What Is Money Supply? 


In these pages, the narrowest and most liquid of the 
possible definitions of money supply has been em- 
ployed: currency outside banks and demand deposits 
(excluding interbank and federal deposits, and cash 
items in collection).1 Demand deposits are normally the 
major component, currently amounting to 80% of the 
$133 billion of existing money. Also, they are easily its 
more volatile element. 

Currency in nonbank hands, although exhibiting pro- 
nounced seasonal ebbs and flows, is far more stable, 
responding slowly to changes in population, buying 
habits, and fluctuating preferences for holding cash. 

Principal money supply changes thus stem from the 
determinants of the level and trend of bank deposits. 
Under a fractional reserve system, the banking system 
expands its credit by either making loans or invest- 
ments within the limits set by its reserves. In making 
either or both, the system creates deposits. Prior to 
availability of government debt as a major outlet for 
bank investments, the demand side of the credit-creat- 
ing process consisted largely of the needs of private bor- 
rowers. 

Loans which borrowers take or which they pay off 
were the major factors influencing both the volume of 
money outstanding and its ebb and flow. Their needs for 
bank credit, as well as for actual currency, and the uses 
made of both, varied with such factors as individual and 
business preferences for cash or checking accounts; the 
number of stages or processes giving rise to financial 
transactions; and, fundamentally, the structure and 
methods of the economy. 

With a substantial supply of debt instruments avail- 
able, the volume of deposits in recent years has be- 
come dependent upon bank investment in government 
and similar securities. As banks strive to maintain a 
maximum of earning assets these holdings have ex- 
hibited a distinct tendency to offset fluctuations in de- 
posits produced by loan operations. 

The level of bank reserves, in turn, is affected pri- 
marily by Federal Reserve policy, but also, and some- 
times significantly, by gold and currency flows, Treas- 
ury operations in both commercial bank and Reserve 
accounts, changes in the float, and similar variables. As 
the chart on page 402 indicates, an understandably close 
relationship exists between bank reserves and Federal 
Reserve credit outstanding. Reserve policy and the 
degree of ease or stringency in bank reserves can be 
roughly summarized, as in the bottom of the chart on 
page 402, by the volume of free reserves (excess 
reserves less member-bank borrowings from Reserve 
banks) or in the volume of net borrowed reserves, as 
this difference is called when borrowings are greater 
than excess reserves. 

1 Alternatively, money supply could be defined to include 
time deposits and Federal Government deposits. The concept 
could also be substantially broadened to include savings bonds; 
or narrowed somewhat by excluding foreign bank balances, 
state and local government balances, or estimated currency 
and deposits owned by foreigners. Minor items like Treasury 


cash could also be included. The analytical results would ob- 
viously vary somewhat depending upon the concept employed. 
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The recently apparent tendency toward greater cy- 
clical stability in the volume of money is worth further 
examination, for it might cast doubt upon the argument 
that past money-supply relationships have relevance 
to the present and future. Cushioning countercyclical 
effects of today’s monetary policy on fluctuations in 
money availability have already been noted. They have 
undoubtedly gone far in antiquating the situation which 
once fostered an attitude that there was something 
inherently unstable involved in the credit mechanism; 
i.¢., that credit expansion and new-deposit creation dur- 
ing a boom enhanced the strength of that upsurge, and 
that, conversely, repayment of loans in the downturn, 
by automatically reducing the money supply, thereby 
accelerated the deterioration. 

Growth of public debt, compared with the total of 
several decades ago, has also brought a mitigating factor 
into the picture. With it, money supply also became a 
function of bank purchases and sales of debt instru- 
ments. These transactions exhibit a tendency to move 
opposite to the process of loan extension-repayments in 
their effect on the volume of bank deposits. 

Thus, as long as public debt bulks large in the money 
market, commercial bank loans and holdings of govern- 
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ments tend now to set up compensating movements in 
the volume of money. This result is increasingly evident 
since the end of bond market “pegging,” and also under 
increasing reliance upon monetary policies to guide 
economic activity. 


ANOTHER STABILIZER 


Still another stabilizer arises from the relatively 
smaller portion of total bank earning assets now repre- 
sented by loans and holdings of corporate and municipal 
securities. Their fluctuations, consequently, have rela- 
tively less effect on the money supply. Longer-term 
loans, continuing commitments, and other institutional 
arrangements of more recent origin have also tended to 
make the outstanding volume of credit less responsive to 
changes in business trends and to reduce deposit-money 
swings. 

But, it should be conceded, any recent tendency 
toward greater stability in money behavior covers a 
relatively brief period and cyclical swings of quite 
moderate intensities. We do not know whether a major 
downturn would still bring with it sufficient other out- 
lets for bank investment so that money would not also 
contract sharply. On the up side, efforts of the Fed, such 
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as at present, to restrain parallel increases are those very 
ones from which today’s speculation (and for some, 
doubts) is arising. 

Any generalizations based upon the historical inter- 
actions of money supply and economic trends must 
consequently be mixed ones. To summarize the record, 
on one hand there have been periods when both a fairly 
clear secular and cyclical pattern seem visible. There 
have also been deviations and variations sufficient to bar 
any clear conclusion and to warrant further examina- 
tion. Finally, of late there has been a pronounced tight- 
ening in the amplitude of money supply fluctuations as 
both greater freedom of action is permitted to monetary 
policy and as institutional changes tend to offset swings 
in the quantity of money. 

The record, however, provides few inferences on the 
most appropriate quantitative relation between money 
and total activity. This is not especially surprising for, 
by the very nature of the relationship, no invariant 
ratio would be expected. That is to say, the spending 
and saving habits and propensities of individuals and 
business entities, their preferences and needs for cash 
balances, the variety of stages and processes in the 
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changing economic organization involving the use of 
money, and similar factors are not constant. 

But let us assume for the moment that the record is 
such that a good case can be made both for a long-term 
growth of money supply in some still undefined ratio to 
economic expansion, and, also, that shorter, cyclical 
movements are normally and not untowardly accom- 
panied by parallel trends in money (particularly in the 
upswing). This leaves a vital question unanswered. Is 
there any reason requiring monetary policy to aim at 
simply maintaining these relationships? 


SOME GENERAL PROPOSITIONS 


This aspect can best be approached through a set of 
general propositions. First of all, it would probably be 
generally granted that money-supply changes can have 
important influences on business activity, although per- 
haps not necessarily a basic or sole influence, and one 
which could be expected to change over time. 

As in the case of any broad, national economic policy, 
it would probably also be granted that monetary activi- 
ties should be oriented to assist in encouraging full em- 
ployment at stable price levels. More specifically, the 
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policy should be to try to keep the unique money- 
creating power of the banking system in line with gen- 
eral economic growth, thereby harnessing to broader 
objectives its ability to add to the income flow, to 
finance new investment and final purchase, and to 
satisfy the desire to hold cash balances. Finally, it would 
seem @ priori that expanded levels of activity would 
involve both the additional use of credit and greater 
needs for cash holdings. 

About here agreement runs out, and unsolved issues, 
in some ways resembling the chicken-and-the-egg de- 
bate, set in: 


e Do we grow because and when money is easy and 
readily available, or do attractive growth prospects 
arising from nonmonetary bases somehow organically 
create the necessary financial wherewithal? 


e Are easy money and ready availability of supply 
basic incentives, even prerequisities, which should be 
fostered to make the maximum contribution to contin- 
ved growth? 


e Conversely, is monetary ease and abundance 
inherently associated with excesses and at least the 
potentials of inflation? 


e Or, instead, should monetary affairs endeavor to 
play as neutral a role as possible, even possibly lag 
behind real economic trends, and endeavor to move in 
anticipation only of excesses in those trends? 


If nothing more, questions such as these serve to 
remind that whatever the effects of money supply are, 
they cannot be divorced from the effects of other mone- 
tary phenomena. The economic import is the net result 
of all aspects of monetary policy, of which supply is but 
one dimension. Cost of money is obviously of great con- 
cern, and so are such lesser considerations as velocity of 
use, quality, sustainability, and liquidity. All contribute 
to the end use made of money and credit, and to the net 
effect on the economy. 

Of all of these, velocity deserves further attention, for 
it stands in a particularly close relation to money sup- 
ply. Together, they determine aggregate use in a given 
period. A rise (or decline) in velocity of circulation, 
given an unchanged quantity of money, could obvi- 
ously alter the economic consequences. 

Superimposed on a fairly clear cyclical pattern, as 
shown in the chart on page 401, the velocity of money! 
has experienced a steady post-World War II secular rise. 
It receded during the 1948-1949 contraction, but 
stepped up sharply in the following recovery. During the 
1953-1954 downturn, it leveled off at a high rate, thereby 


1 As measured by the rate of turnover of demand deposits. No data 
exist to measure the turnover of currency. 

It seems probable that there is some upward bias in velocity data. 
Evidence pointing toward greater personal use of checking accounts 
is reinforced by the growing complexity of the economic structure, in- 
volving more stages of operations wherein check transactions arise. 
On the other hand, velocity figures probably tend also to overem- 
phasize peaks of cycles since they reflect both the higher prices and 
the rise in speculative transactions associated with such phases. 
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compensating for some of the money tightness early in 
1953. It has moved steadily upward in the past two 
years, and has, in effect, offset some of any restraining 
influences attributable to below-average increments in 
money supply. 


THE TREASURY’S NEEDS 


Another factor, beyond the strict scope of monetary 
policy, is also relevant to determination of the “‘proper” 
supply of money —the financial position of the Treasury. 
Monetary managers must necessarily take into account 
the effects Treasury activities have upon the money 
supply, the Treasury’s own seasonal needs, and the ebb 
and flow of funds resulting from a $70-billion scale of 
federal operations. The end of Treasury deficits, except 
for a now diminishing July-December seasonal, is bring- 
ing a gradual diminution of the volume of new Treasury 
issues available for bank purchase and, indirectly, for 
the deposit money-creating process. Furthermore, this 
seasonal money-expansion period had been quite fortui- 
tously timed to coincide with the greatest seasonal rise 
in money needs for the economy. 

Over the fiscal year as a whole, Treasury surpluses 
now act to decrease private deposits. The net effect on 
money supply depends upon fiscal policy handling of 
surpluses and upon the type of debt retirement. For 
example, in the current half year the cash deficit being 
financed by the Treasury will probably be at least 
several billion dollars less than that of the same period a 
year ago, but for the fiscal year as a whole it will take in 
$3.7 billion more than it disburses. 

A final issue in the money-supply controversy reaches 
deeply into fundamentals. Much of the current tight- 
ness of funds has widely been attributed to increasing 
resort to bank credit to finance booming capital- 
investment programs. For various reasons, among them 
high interest charges, many financial managers have ap- 
parently tended to back away from the long-term sav- 
ings or bond market, and instead to seek to fill at least 
their temporary needs from short-term bank credit 
sources. This tendency has naturally added to the 
stringency of supply conditions there, particularly under 
the firm check-rein held by the Federal Reserve. 

Although Reserve officials are publicly confident that 
the legitimate seasonal needs of business will be met this 
fall (presumably out of new reserves to be made avail- 
able to the banking system as was done in June), in- 
sistent demands for further nonseasonal financing could 
pose severe problems of restraint and judgment. 

While money has perhaps not been available in quan- 
tities in line with the rise of activity of the past two 
years, indications are that demand has not so far consti- 
tuted a grave problem. Sales of bonds from bank port- 
folios heretofore provided funds for the new loans. 
Steady and even sharp declines in bond prices, as well as 
substantial reductions in portfolios are making it ques- 
tionable how much further this process will go. 

If the end of this process is near, then it could be that 
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the fundamental problem is one involving not money A proposition such as this is, of course, a relative one. 
supply but savings. A persistent monetary policy of dis- On the other hand, it could be argued that the difficulty, 
couraging the use of bank credit to finance capital in- instead, lies on the demand side—that money is in short 
vestment in order to supplement current savings rates supply, because for various reasons the current needs 
might end up revealing this to be the case. It also might, for it are abnormally exceeding the supply. 
by firming up interest rates, stimulate the process Whatever the cause or causes may be, it is virtually 
whereby a higher level of savings will be attained. On a truism that monetary policy is concerned not prima- 
the other hand, as its critics would argue, it could con- rily with the supply of money, its price, or the demand 
ceivably bring the boom to a halt, cause the postpone- for it as such, but with all of them in the joint effort to 
ment of some investment, and reduce the effective level stimulate and maintain orderly economic growth. 
of the remainder to one more clearly in line with current 
supply of savings. TuHEoporE R. Gates 


GOAL OF ORDERLY ECONOMIC GROWTH Dimsion of Business Koonomies 


Empirical evidence on such supercharged questions as 
these is elusive. The case for a shortage of savings, for 


example, rests primarily on the argument that even New Chartbook: New Indicators 
though interest rates are historically on the high side, ; tees : 

they may not be high enough in light of the other _ This month s issue of The Business Record 
determinants of the spending-savings equation to pro- introduces . revised and somewhat enlarged tab- 
duce a volume of savings equal to today’s demand. Or, ulation of “Selected Business Indicators to ac- 
put another way, the upward readjustment of interest company the new and enlarged second edition of 
rates dating from the “unpegging” in 1951 may not have the Board 3 Chartbook of Current Business Trends. 
yet run its necessary course. From this point of view, The new indicators appear on pages 410 and 411 
any difficulty over money supply now in evidence might of this issue; for a fuller description of the new 
only be a surface indication of a more fundamental Chartbook and its use, see the back cover. 


economic problem involving savings. 
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WESTERN WORLD ECONOMIC SITUATION 


By Per Jacobsson 


the “Eastern World’’; namely, the U.S.S.R., China 

and the countries politically attached to these two 
big powers. The term “Western World” in its widest 
sense thus covers the remaining countries, some of 
which—such as India, Japan, Burma and the Philip- 
pines, for instance—are actually situated in the East. 
Geographically, therefore, this is rather a strange term, 
but as long as its significance is known it may serve our 
purpose as well as any other expression. 

Several countries in the Eastern World have recently 
published more complete statistical data than has been 
their custom in the past, the data given having con- 
sisted not only, as previously, of percentage changes in 
relation to a base year concerning which little exact 
information has been available but also of absolute 
figures which really add considerably to our knowledge. 
The picture is still not completely filled in, however, 
and there has not yet been sufficient time to digest the 
data made available. 


[: IS GENERALLY understood what is meant by 


THEY FIGHT INFLATION 


But perhaps one observation may be made in passing 
concerning certain apparently rather permanent policy 
aims of the eastern countries. Throughout the postwar 
period it has clearly been the policy of the U.S.S.R. and, 
generally speaking, of the other eastern countries to 
bring about a gradual decline in the price level. Cuts 
have been made in the money volume and also, by 
administrative action, in a wide range of prices; and at 
the same time steps have been taken to provide for the 
financing of investment out of genuine savings either 
via the budget or through self-financing by the enter- 
prises. 

Although the eastern countries may not all have been 
equally successful in avoiding price rises, it is important 
and instructive to note that they have all attempted to 
fight inflation. 

It would, of course, be a great mistake to imagine 
that the Communist ideology has cut itself off from all 
connection with the classical body of thought in eco- 
nomics. After all, Marx based his doctrine on Ricardo. 
As for the trend of present-day Russian thinking, it is 
rumored that a fair amount of attention is being paid 
to the writings of Gustav Cassel, who gave a central 
place in his theory to a comprehensive price and produc- 
tion system in the tradition of Walras, much of which 
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could easily be applied almost as it stands to a collec- 
tivist economy. 


STEEL PREDOMINANCE 


When one speaks of the Western World one thinks, in 
the first place, of North America and Western Europe. 
In modern economies steel is still the most important 
industrial material. In 1955 total world output was 267 
million tons,! of which the United States produced 106 
million tons, or about 40%, and Western Europe 80 mil- 
lion tons, or almost exactly 30%. We now know that 
Russia’s steel output in 1955 was 45 million tons, repre- 
senting 17% of the world total. The production of all the 
other countries thus amounted to about 35 million tons, 
or 13%, which is less than one half of Western Europe’s 
output. As regards steel production, therefore, while the 
United States occupies the first place, Western Europe is 
a good second. 

When the recession in the United States was over- 
come in the late autumn of 1954, new strength was 
added to world demand and the already brisk tempo of 
business activity in Western Europe was further height- 
ened. On both sides of the Atlantic it was the volume of 
private investment which showed the most pronounced 
proportional increase—and in this respect the recent 
upward trend may be said to have conformed to the 
classical pattern of a business boom. No doubt the large 
amounts spent on armaments constitute an important 
category of demand which must not be neglected, but 
government expenditure has not been allowed to rise 
much during the last two years, so that the greater part 
of the fresh stimulus has been provided by the expansion 
in private investment. 

The Organization for European Economic Coopera- 
tion in Paris has recently published over-all data on the 
gross national product and expenditure of the member 
countries. These figures show that in Western Europe 
public consumption (7.e., government expenditure on 
goods and services) rose, at constant prices, by 114% 
between 1954 and 1955, while private consumption went 
up by 6% and investment in fixed capital and stocks by 
as much as 10%. 

The corresponding figures for the United States reveal 

1Tn terms of weight, the output of nonferrous metals ranks far 
behind that of steel. The production figures for 1955 are as follows: 
copper, about 3.8 million tons; aluminum, about 3.1 million tons; 


zinc, 2.7 million tons; lead, 2.2 million tons; nickel, 240,000 tons; tin, 
194,000 tons. 
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an even more striking contrast: from the fourth quarter 
of 1954 to the fourth quarter of 1955 personal consump- 
tion rose by 7% and fixed business investment by 15%. 
As a result of this upswing in business activity there has 
gradually developed the familiar situation in which a 
Tise in demand for investment goods creates the need for 
larger supplies of steel, cement, etc., and thus for further 
investment in fixed capital, mainly for the purpose of 
expanding output of these basic materials. 

In such a situation physical shortages of materials 
may easily arise, but, for several important reasons this 
has hardly happened during the present investment 
boom. In the first place, the output of basic commodities 
is at present greater than ever before. One beneficial 
consequence of the Korean crisis was the stimulus it 
gave to production of raw materials. Faced with the 
strong demand which arose after the outbreak of the 
Korean conflict in the summer of 1950, producers sud- 
denly seemed to overcome the fears of an impending 
slackening of demand which had beset them ever since 
the depression of the 1930’s and which for a good many 
years had made them hesitate to increase productive 
capacity. 

Secondly, it proved possible for a large number of 
countries to cover their additional needs of fuel and 
materials by means of an increase in imports. The 
Western European countries, for instance, were able to 
import coal and steel from the United States and to 
obtain increasing quantities of oil from the main produc- 
ing centers. International trade no longer lagged behind 
the increase in production; in 1955 the volume of world 
trade increased by 8%, compared with a rise of about 
6% in the gross national product. 


FREE FLOW OF TRADE 


Most countries’ reserves were sufficient to allow a 
free flow of foreign trade. (The official gold and short- 
term dollar holdings of countries other than the United 
States had in fact increased from $15.2 milliard at the 
end of 1947 to $26.1 milliard at the end of 1955.) But 
even those countries in which the reserves were on the 
low side found it to be in their interest to abstain from 


This is the third time we have brought to Business 
Record readers the thinking of Per Jacobsson as ex- 
pressed in articles published in the Quarterly Review 
issued by the Skandinaviska Banken, Stockholm, 
Sweden. The first, ‘Keynes: Costs and Controls," 
appeared in the December, 1953, Business Record; 
the second, "The Return to a Flexible Credit Policy," 
in the March, 1955, Business Record. The material in 
this issue appeared in the July number of the Quar- 
terly Review under the title, ''The Economic Situation 
of the Western World.’ (A summary of an address 
by Mr. Jacobsson before a Conference Board Meet- 
ing also appears in Studies in Business Economics, 
No. 33, "Credit Policy: Recent European Experi- 
ence.''} 


reimposing quantitative restrictions on imports; and 
some of them, indeed, continued to push on with the 
liberalization of trade. One important reason for this 
was their desire to check by more intense foreign com- 
petition any tendencies towards a rise in prices on their 
domestic markets. 

At the same time the individual countries remained 
influenced by the general trend of opinion which had 
developed over the preceding few years, the wind being 
still in favor of trade liberalization and the taking of 
general measures—both fiscal and monetary—to restore 
balance, whenever the need arose. It is becoming in- 
creasingly realized that the adoption of such measures 
is less liable to impair the dynamic forces in the economy 
than is the reapplication of physical controls. The 
resulting situation is one in which, broadly speaking, 
price movements, as determined by supply and demand, 
play their proper rdle while monetary and fiscal meas- 
ures exert a moderating and balancing influence. 

As far as prices are concerned, it is of outstanding 
importance—not least for the countries of Western 
Europe—that price movements on the world markets have 
over the last few years been characterized by a high degree 
of over-all stability. It is true that for a time this stability 
was brought about by a decline in the prices of food- 
stuffs, which compensated a rise in the prices of indus- 
trial materials. Recently, however, the prices of copper, 
rubber and some other important commodities have 
fallen quite sharply, while those of certain agricultural 
products have risen somewhat, so that the price indexes 
have begun to develop more evenly. 

As has already been mentioned, the output of mate- 
rials is greater than ever, and this increase has no doubt 
helped to keep down the market quotations. But it is 
also necessary to stress that the policy of credit restraint 
which has been applied in many countries, both big and 
small, has also exerted a moderating influence on prices. 
The Bank deutscher Linder mentions in its report for 
1955 that the relatively high interest rates had made 
unprofitable the accumulation and holding of large com- 
modity stocks at a time when any price rises which did 
occur were on the whole comparatively limited. 


STABLE TERMS OF TRADE 


One of the consequences of this over-all price stability 
has been that the terms of trade for most countries have 
shown little change in recent years. As far as the indus- 
trial regions in Western Europe and North America are 
concerned, this must be regarded as a definitely favor- 
able circumstance. 

At the time of the great depression of the 1930’s, 
which was characterized by a particular reduction in the 
United States demand for industrial raw materials, the 
prices of such materials and of foodstuffs were very low 
indeed. As a result, the terms of trade were favorable to 
the industrial regions, which was prima facie to their 
advantage. 

But it must not be forgotten that the prices obtained 
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by the producers of raw materials and foodstuffs were 
on the whole unremunerative and that this led to a 
distortion of world trade—to the disadvantage of almost 
everybody. 

Now that United States industry is working at full 
capacity, the prices of raw materials have risen quite 
considerably, but not to such an extent as to worsen 
appreciably the terms of trade for the industrial regions. 
Sweden’s and Great Britain’s terms of trade have for the 
last three years been about the same as they were in 
1929, when they were some 15% more favorable than in 
1913. 

There are reasons to believe that the price changes 
responsible for the present terms of trade are firmly 
based, being a reflection of a general rise in productivity 
in the raw-material-producing countries. These prices 
may therefore, broadly speaking, be maintained without 
upsetting world trade. 

For the industrial regions in Western Europe it would 
have been a very different story if foodstuffs and raw 
materials had become relatively scarce and maybe even 
more highly priced in relation to ready-made products 
than they were before the First World War. As the 
contrary has been the case, the wealth of a country is 
becoming more and more dependent upon “value added 
in manufacture”’; 7.e., upon the efficiency of its technical 
equipment and its labor; one of the most interesting de- 
velopments of recent years, indeed, has been the growing 
scarcity of workers as reflected in the full employment 
on both sides of the Atlantic. 


CHANGES IN PATTERNS OF TRADING 


One important change of great significance for the 
industrial regions is the gradual decline in recent years 
in the average amount of raw materials and fuels required 
per unit of manufacturing production. To give an 
example: a locomotive producing 50% more motive 
power than its counterpart did in 1920 weighs now only 
half as much. In the annual report of GATT, published 
in May, 1956, it is shown that in 1938 the ratio between 
the amount of raw materials and fuels consumed and the 
gross value of manufacturing production in industrial 
areas was 25%; by 1955 it had dropped to 1714%. 

Moreover, the industrial areas are able to produce 
more raw materials themselves, especially those of a 
synthetic kind: rayon, aluminum, synthetic rubber, 
plastic materials, etc. The raw-material-producing coun- 
tries, on the other hand, are manufacturing more of 
their textiles themselves. 

While, in absolute terms, trade between the industrial 
and the nonindustrial parts of the world has been well 
maintained and has even expanded somewhat in recent 
years, it is in trade between industrial areas that the 
most conspicuous rise has occurred, and there has conse- 
quently been a relative decline in trade between the 
industrial and the nonindustrial parts of the world. 
While the continued economic interdependence of vari- 
ous areas of the world must not be underestimated, it 
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must at the same time be stressed that the industrial 
regions are relatively more capable than they used to be 
of making do with their own resources, even though 
they have to import increasing quantities of oil. 

All this means that there is no cause for pessimism as 
far as Western Europe is concerned. It is not as if the 
Western European countries were heavily overpopu- 
lated; on the contrary, there is—as already mentioned 
—a scarcity of labor and the realization of this fact is 
beginning to affect the policies pursued by the individual 
countries. 

Thus there is a growing tendency to admit workers 
from abroad. In the Northern countries—Denmark, 
Finland, Norway and Sweden—not only have passports 
been abolished but workers from one of these countries 
may take up most kinds of occupation in any of the 
others without a permit. 

The use of foreign labor is also increasing in Belgium, 
Western Germany and Switzerland; the number of 
foreign workers in the last-mentioned country in August, 
1955, was 270,000, equal to over 10% of the total labor 
force. Western Germany has made a special agreement 
with Italy regarding the recruitment of Italian labor but 
has found it much more difficult than had been expected 
to obtain the workers it requires. In the first place, the 
Italian economy is expanding at a rapid rate (in 1955, 
the gross national product, in real terms, increased at 
the rate of 7%) and capable workers are much in de- 
mand and no longer need to emigrate in order to earn a 
fair wage. In the second place, the Italian birth rate was 
already falling in the 1930’s (in 1955, incidentally, it 
was slightly lower than that of France); whereas in 1946 
the working population increased by about 450,000, the 
increase had fallen to 330,000 in 1955 and is expected 
to amount to only 80,000 by 1967. 

In view of these developments the day is in sight 
when there will be no appreciable surplus population 
either in Western Europe or North America. Might it 
not then be possible to allow greater freedom of move- 
ment within Western Europe or, better still, within the 
Atlantic community? This is a field in which progress 
should probably be sought in the first place along 
regional lines. 


WHERE POPULATION RISES 


Outside Europe, the population is still increasing 
rapidly in many places owing to the fact that death 
rates are declining faster than birth rates, so that the 
question of how to produce enough food for the growing 
numbers to be fed is creating very difficult problems. In 
many of the countries concerned, agricultural output 
per acre is already very high. In several areas there is 
today less food available per head of the population 
than there was in 1900, and it will not be easy to prevent 
the decline from continuing in the second half of the 
twentieth century. Fortunately, both the authorities 
and the general public are paying more attention to 
these problems nowadays than they used to do. 
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Improvements in technical methods can certainly do 
something to help and plans have, of course, been made 
for the industrialization of underdeveloped countries. 
But all such schemes will require a great deal of capital. 
In countries with a low income per head of population 
the rate of saving is not as a rule very high. Domestic 
savings will presumably be supplemented up to a point 
by foreign aid and also by borrowing abroad. 

As far as the existing situation is concerned, it must 
not be overlooked that in the present boom the western 
countries, with very few exceptions, have barely enough 
savings to finance their own investments. They them- 
selves have to apply policies of credit restraint almost all 
along the line in order to prevent an inflationary expan- 
sion on their own markets. It is now twenty years since 
Keynes in 1936 published his ““General Theory of Em- 
ployment, Interest and Money,” the main theme of 
which was the fear that the rate of investment would be 
insufficient given the prevailing habits of saving to 
ensure an average level of employment which would not 
be intolerably low. “The average life of a modern truth 
is about twenty years,” said Ibsen, and Keynes’ fears, 
nourished by the great depression of the 1930’s, have 
not been substantiated by the developments of the last 
ten years. The situation in Western Europe and else- 
where has been—and still is—such that the authorities 
have every reason to take positive steps to encourage 
the flow of savings, as was in fact done in the British 
budget submitted by Mr. Macmillan in April this year, 
which he called “a savings budget.” 


THE DEMAND FOR SAVINGS 


It has long been known that interest rates reach their 


maximum at the very height of a boom—they have | 


usually been at their highest in the short- and long-term 
markets when steel output has been at its peak. The 
reason is very simple: the demand for savings to finance 
investments already started is very strong and at the 
same time the flow of savings has probably been weak- 
ened by wage increases and certain other factors. It has 
recently been reported from the United States and 
Western Germany that the rate of saving has declined 
somewhat, whereas the demand for credit has continued 
to increase. In a speech given on May 24, 1956, Mr. 
Allan Sproul, the retiring president of the Federal Re- 
serve Bank of New York, said that “in the capital mar- 
kets there has been recurring evidence of a tendency for 


1The day may, however, come when Keynes’ apprehensions and 
warnings about a dangerous over-all shortage of purchasing power 
will again have to be heeded. In the twenty years since ““The General 
Theory” was published, the various propositions contained in it have 
been subjected to much criticism and many mistakes have been 
exposed. There is, however, something in Keynes’ general approach 
and method of analysis which will very likely stand the test of time 
and will come to be regarded as a permanent contribution to the 
science of economics. Nor must the political influence of “The General 
Theory” be underrated: Keynes set out to show that a private market 
economy could solve the problems of depression and unemployment. 
His was a positive line of thought different not only from the old 
laissez-faire policies but also from those strains of socialism which 
have as their aim wholesale nationalizations, or the impositions of 
comprehensive physical controls. 


capital demands to outrun the current available supply 
of savings, with consequent temporary congestion and 
some seepage of bank credit into capital uses.” 

The monetary authorities have reacted by raising 
their official discount rates to 514% in the United King- 
dom and Western Germany and from 244% to 234% in 
the United States; and at the same time other measures 
have been taken to limit the volume of credit. These 
policies aim at ambitious objectives: to prevent the 
boom from becoming so intense that it is likely to be 
followed by a sharp setback; to prevent prices from 
rising; and in some countries to restore equilibrium in 
the balance of payments. 


INEVITABILITY OF PRICE RISES? 


It is realized that monetary policies alone may not be 
able to achieve these ends and that the public sector 
will have to make its contribution by retrenching gov- 
ernment expenditure (including that on nationalized 
industries and such officially sponsored projects as hous- 
ing programs).! The measures must, at least in some 
countries, be fairly harsh, since it is necessary to extir- 
pate an inflation mentality based on a belief that prices 
are bound to go on rising. This has been, in fact, the 
fairly general experience in these postwar years and 
many writers on economic matters take the view that 
we may expect prices to continue to rise more or less 
steadily. But it is not at all certain that they will prove 
to be right. 

In the first place, as a result of the heavy investment 
of recent years, it is already possible to discern an 
impressive increase in the output of goods and services. It 
is well known that some of President Eisenhower’s 
economic advisers were somewhat doubtful about the 
advisability of the most recent increase in the discount 
rate, since they feared that consumer buying would not 
keep pace with the increased flow of finished articles. 
Their fears seem for the moment to have been un- 
founded, but everybody admits that these matters need 
watching. 

Secondly, the stiffer monetary policies pursued in the 
United States and Great Britain and elsewhere are un- 
doubtedly acting as a check on further price increases. It 
has already been mentioned that the world commodity 

1 Normally an increase in interest rates leads to a slowing-down of 
house construction for the same reason as it tends to reduce the 
volume of other more long-term forms of investment. If a reduction in 
house construction were to take place in the present situation it 
would in more than one country produce a most salutary relaxation of 
the demand for men and materials and would also provide relief in the 
field of financing. It is fortunately possible to report that there is at 
present in a number of countries a certain slackening of the pace of 
building activity, since not only the private economy but also the 
public sector are feeling the effects of the credit restraint. Were it not 
for rent restriction the shortage of accommodation would disappear in 
many places. In the recently issued Annual Report of the Bank for 
International Settlements it is stated that “given the high levels 
already reached in house building, the checking of further expansion 
in this sector will in several countries help to make for a more balanced 
growth of the economy. In Denmark, the Netherlands, Norway, 
Sweden, Switzerland and the United Kingdom there are now more 


rooms available per person than ever before in these countries’ 
history.” 
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markets have been characterized by a high degree of 
over-all stability and tlt this stability is not uncon- 
nected with the stiffer monetary policies recently 
adopted. 

It is a matter of considerable importance that the 
British authorities have succeeded in preventing any 
increase in the money supply between 1954 and 1955 
and that in the United States the increase in 1955 was 
only 234%. Furthermore, producers and traders know 
that there is growing competition in the export markets. 
In a comparison of export prices published by two Swiss 
experts, Dr. Gasser and Dr. Kneschaurek, in the first 
number of the Swiss publication, Aussenwirtschaft, of 
March, 1956, it is shown that since 1952 both Swiss and 
United States export prices have been on the whole 
slowly but steadily declining. Demand is still satisfac- 
tory: the volume of exports of both countries continues 
to grow, but prices are subject to increasing competitive 
pressure. 

It seems nowadays to be ever more widely realized 
that market conditions and monetary policies are under- 
going a change. In.a radio address given on November 
15, 1955, Mr. Per Asbrink, the governor of the Sveriges 
Riksbank, said that “‘the leading commercial and indus- 
trial countries of Western Europe—that is to say, those 
countries whose policy in fact also plays a decisive part 
in determining our own possibilities of action—are at 
present aiming at making their currencies convertible 
(i.e., exchangeable into gold and dollars) as soon as 
possible. This means, in short, that these ‘key’ countries 
are themselves prepared to pursue in future an economic 
policy—and they will in fact at the same time force the 
rest of us to follow suit—designed to ensure that the 
trend of their domestic economies shall not again 
jeopardize their currencies.” 

There has been rather less talk recently of a return to 
convertibility, but almost continuous progress has in 
fact been made towards that goal through the relaxation 
of exchange restrictions and further trade liberalization. 
Inconvertibility is, after all, but another name for the 
rationing of foreign exchange, and rationing is necessary 
only when there is an exceptional scarcity. An increasing 
number of central banks are these days acquiring so 
much foreign exchange that they no longer have any 
reason for not selling it at the official rate to anybody 
who can pay for it. Recently published data indicate 
that in the first quarter of 1956 countries other than the 
United States increased their gold and dollar holdings 
by $644 million, which is considerably more than the 
gain in the corresponding quarter of 1955 and the same 
gain as in the corresponding period of 1954. 


THE MATTER OF HIGH COSTS 


Tf it is true, as seems likely, that the period of rising 
prices will soon be over for most countries, it is necessary 
to draw the proper conclusions and to adjust policies 
accordingly. For when the upward movement ceases it 
will be even more important than it is at present to keep 
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wage increases within the limits set by the improvement 
in productivity. In fact, one of the greatest potential 
sources of danger when there is a downturn in the 
business cycle is the existence of excessively high cost 
levels. Easy prosperity will not last for ever. There is 
probably no reason for extreme pessimism, since mone- 
tary policies can be reversed, the basic structure of the 
economy has been strengthened in many countries, and 
new inventions appear to be providing increasing oppor- 
tunities for investment. But fresh problems will un- 
doubtedly arise, and it is wise to give thought to them 
without delay so as to avoid falling at present into 
excesses of a kind which would inevitably make matters 
more difficult in the future. 

Unfortunately, the cost increases are still partly 
attributable in a certain number of countries to a per- 
sistent tendency towards a rise in government expendi- 
ture which has the effect of adding to the already heavy 
burden of taxation. A reversal of this trend is overdue in 
more than one country. It would really be tragic if at a 
time when the prices of materials and so many other 
conditions are favorable to industrialized areas these 
advantages were to be thrown away owing to failure to 
keep government expenditure within proper limits. 


Business Forecasts 
(Continued from page 391) 


machine-tool show on buyers are far from finished. Look 
for a new order total of close to $1 billion for the year. 
First-half estimates peg new orders at $509 million. 


“Reasons behind builders’ optimism: Preliminary reports 
indicate no letup in new plant and equipment spending for 
the remainder of the year. Some spot checks indicate that 
1957 may well set another record. Builders point out that, 
with raw material and wage increases which are sure to 
follow last week’s steel settlement, new production equip- 
ment is an even better bet for staying competitive.” 


Steel 


Steel (August 6)—‘Steel users have high hopes for 
weathering the strike recovery period without further pro- 
duction cuts. 


“The pinch in the next thirty days will be felt the most 
by heavy plate and structural shape users. . . . In both 
cases, at least half the respondents to Steel’s survey on 
metals say they have a twenty-day (or less) supply. 

“Because a strike’s full effects can’t be evaluated for 
months, some purchasing agents are unwilling to go out 
on a limb with fourth-quarter predictions. Notes one mid- 
western buyer: ‘Although we didn’t cut production during 
the strike, eventually we will lose production on a day for 
day basis, figuring the days the strike lasted past July 20. 
That’s because of our inventory loss of heavy plate and 
structurals.’ 


(Continued on page 416) 
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Durables manufacturing 
Nondurables manufacturing 


Average weekly earnings 
All pmanufacturing jee sie seeeie ss bie oe 
Durables manufacturing 
Nondurables manufacturing 


Personal income 
Totalé A 
Labor income®....... 
Other income 


Instalment credit 
Extensions... 
Repayments 
Instalment credit outstanding 


New construction 
Totals 3.3 sony pisekertts 
Total private 
Private nonfarm residential 


Business sales and inventories 
Total inventories 
Total sales 
Manufacturing inventories 
Manufacturing adless 7i0ive.asicicere nl oateener « 
Retail inventories....... 
Retail sales 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories 


Durables mfg.: Sales and inventories 
Inventories 


Nondurables mfg.: Sales and inventories 
Inventories 


1947-49 =100 S 
1947-49 =100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1953=100 
1953=100 
1953=100 


1910-14=100 
1910-14=100 
1910-14=100 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


Thousand persons S 
Thousand persons S$ 
Thousand persons S 
Thousand persons S 
Thousand persons S 


Hours 
Hours 
Hours 


Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Dollars 


Billion dollars S A 
Billion dollars S A 


Billion dollars S A 


Million dollars S 
Million dollars S 
Million dollars 


Million dollars S A 
Million dollars S A 


Million dollars S A 


Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 


Million dollars S$ 
Million dollars S 


Million dollars S 
Million dollars Ss 


Million dollars S 
Million dollars S 


Million dollars S 
Million dollars S 
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44,136 
30,660 
15,000 


85,600 
54,300 
49,060 
27,709 
23,840 
15,998 


10,760 
5,500 
1.96 


13,080 
10,498 


2,904 
28,591 


44,232 
30,708 
15,084 


15,892 


11,030 
5,396 
2.04 


12,870 
10,496 


24,9145 


43,176 
31,284 
17,220 


78,8006 
52,3006 
43,7796 
27,1116 
23,1906 
15,3456 


10,7806 
5,570b 
1.946 


12,410b 
9,775b 
1.276 


24,457b 


19,322b 
13,5846 
1.42 b 
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SELECTED BUSINESS INDICATORS (Continued) 


Series 


Merchandise exports and imports 
Exports® 


Federal budget receipts and expenditures 
Cumulative receipts 
Cumulative expenditures 
For quarterly data see below 
Money supply and turnover 
Privately held money supply? 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers’ 


Bank Loans, investments and reserves 
Investments? 


Borrowings’, 10 
Commercial, industrial and farm loans!! 


Diffusion index 
Industrial production 
Diffusion index 


Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices.......... 
Stock prices, industrials..... 
New incorporations 
Business failures 


Series 


Gross national product 
Total 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Government purchases of goods and services 
Change from previous quarter 
Gross private domestic investment..... 
Change from previous quarter 


Disposition of personal income 
Total personal income..... 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Profits before taxes 
Profits after taxes 


Dividend payments. . 
Retained earnings 


Business expenditures for plant and equipment 
Total 
Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit!8 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tse Conrerencs Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F, W. Dodge; Standard 
& Poor’s; Dun & Bradstreet. : . ‘ ¥ 

1Includes interest, taxes and wages. *Prices received divided by prices paid. *Be- 
ginning May 1956, data based on 330-area sample. ‘Excludes personal contributions 
to social security, included in components. ‘Includes wages and salaries and “‘other 
labor income.” ‘Includes Pcabreay prt nc 7Demand and time deposits adjusted 
to exclude U. S. Government and interbank deposits; and currency outside banks. 
SExcludes Boston, Philadelphia, Chicago, Detroit, San Francisco, Los Angeles and 
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Unit 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


Million dollars 
Million dollars 


Billion dollars 
Billion dollars S 
TS 


TS 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


1947-49=100 S 
TTS 
tts 


Thous. sq. ft. fl. sp.S 
Thous. sq. ft. fl. sp.S 
Million dollars S$ 


Hours S$ 
1947-49 = 100 
1926=100 
Number S 
Number S$ 


Billion dollars S 
Billion dollars S$ 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S$ 
Billion dollars S$ 
Billion dollars S 


Billion dollars S 
Billion dollars S$ 
Billion dollars S 


‘| Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S$ 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Million dollars 
Million dollars 
Million dollars 


26,477 38,386 


211.2 208.1 
133.2 132.7 
47.2 41.7 
22.1 20.7 


60,184 66,684 
73,930 65,647 
569 688 
1,160 754 
28,033 23,437 


1,070 


II i IV II 


Quarterp Quarter Quarter Quarter 


20,708 
17,637 
1,754 


New York. All member banks. ™From Federal Reserye Banks. “Weekly reporting 


member banks, 


12Gross national product, less 
ing July 1. 


change in business inventories. “For 


S-seasonally adjusted. A-annual rate. a-anticipated. 


For the III Quarter of 1956, anticipated outlays are: Total, $6.74; Manufacturing, 
16.07; and Nonmanufacturing, 20.67. b-June, 1955 for monthly data, p-preliminary, 
r-revised. *End-of-month inventory, divided by sales during the month, tDebits 
(annual rate) divided by deposits. t{Diffusion index stated as the average duration in 


months of e 
Business Tr 


ansion or contraction. n.a.—Not available. “Chartbook of Current 
, (Second Edition) Taz ConrerEence Boagrp, 1956. Copies available 


to Board Associates on request. 
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MERGERS AND PROPERTY TRANSFERS 


HE FOLLOWING tabulation is a continuation of 
the listing of mergers and transfers of existing facili- 
ties carried in The Business Record for December, 1955, 
and each issue from February, 1956. It covers those 
mergers and property transfers reported in July, 1956. 
Some that took place earlier are also listed, since they 


were announced too late for inclusion previously. The 
listing is meant to cover all industries except public 
utilities, railroads and banks. 

For further explanations of the type of transactions 
included, refer to page 476 of the December issue of 
The Business Record. 


Sizel 
No. Purchaser/Seller Property Acquired Description fei) 
1 | Allied! Chemical-& Dye'Corp: (Purchaser) |). sapes)sjeie crsciaa «oie «1 s'eleiole oleiol= oleate Mfrs. acids, alkalies and chlorines, am-| 724.7 
monia and other nitrogen products, dyes 
Binghamton Construction Co. (Seller) |Two bituminous mix plants and road oil] ... eee e eee eee eee eee ee | tenes 
distribution facilities 
2 American Greetings Corp?<ciics eae | ence hess tes en ee eerie erae Designs and mfrs. greeting cards, gift) 21.3 
wrappings 
All outstanding, stock of;'Carltom (Cards} (ces ala cmsicie ona etree ieeieiete 1.0 
Ltd. (will operate as a sub.) (annual 
sales) 
8) ‘/Ameriean Safety Razor'Corp. ices. Hone ace Pete tee tages Sm ea ne Mfrs. safety razors, accessories...... 25.9 
Supreme Products, Inc. (will operate as} Makes precision machine parts, geared] 5.0 
wholly owned sub.) drill chucks, electric hair clippers pen 
sales 
4 |Americani/Fotalisator Cocsiviescsmes || Gecncteeinveu ar wren esteensaerioa ern ele Mfrs. pari-mutuel wagering equipment| 1.0* 
machinery 
Black & Decker Mfg. Co.......... A 60,000 sq.ft. building at:Towson Mids oe ics asic 0 c.s vee onctet as epee nae ee 
&. | Archer-Daniels-Midland Go; scrsie<s || be dead ete besa < theme & creel aeeiayeieraeiniee Mfrs. linseed and soybean oil........ 105.3 
A half interest in Applied Radiation] Makes linear electron accelerators, other] n.a. 
Corp. electronic equipment 
6 ‘Ashland Oil & Refining’ Cone. : 2 fe MMA hoxton nisin im soda ois veteiae Sale ene mnie teeieteae Integrated oil company with emphasis} 154.8 
on marketing and refining 
Rid. Brown&:Comteains acces, eae s Produces solvents and chemicals..... n.d. 
7}. i) Atlantic Refining Co %. 198; 3% cen tctnsiee Oil) 1 fetes Oe Beats erate Manele nipbeartale Petroleum producer and refiner...... 611.5 
Daube’s Oil Department........... An additional interest of 4. 715% in|Oil property, operated by Stanolind Oil] ..... 
Sholem Alechem Fault Block A unit & Gas Co. for 16 co-owners 
8, *{Atlas Plywood Corp.?..32% s.cie00 5 -tOm |) 1 cbs See ce aes tee Mfrs. plywood products............ 36.8 
Hearst ‘Corp... 5..0 0 stdycesssaeeh Timber cutting Tights. G..5s ann weata hese g ts betel ht ets b emalerehete Sears ere ealeonntvipnede ool] imrclerane 
9 "Berkshire: Hathaway Inc?......5..225) | - | seeet mene cee roms oe renee Mfrs. fine grades of cotton textiles and| 55.2 
specializes in fine lawns, batistes 
Howard-Arthur Mfg. Co........... Raw cotton inventory,; stock Im process Ml. ccs ssssusis sistas serarnstsustsieuens terete re) fl Meera 
and finished goods 
10: A Bliss (E.gWi).Co: aco te Mics ss rot opaen ||.) boss arctee eo atest en Mere eer Mfrs. presses, rolling-mill equipment 46.5 
All outstanding stock of John Robertson|Supplies lead extrusion presses and re-| 0.5* 
Co. lated equipment used to apply seamless 
sie sheathing to power and telephone 
cable 
LL ;/Botany Mills. Inc. Fh pecs. ask ep || Pon Re Ri eet peers area woolen, cotton yarns, threads and| 20.8 
abrics 
(1) Baltimore Luggage Co. (will operate as| Mfrs. Lady Baltimore suitcases...... n.@, 
a sub. 
(2) Glenoit Mills and Great Lake Mills,| Make furlike synthetic fabrics...... n.d. 
Inc. (will operate as Glenoit Mills, 
Inc., wholly owned sub.) 
12 iapelkioe & Hawaiian: ‘Sugar; Refining) |. 02.505 (8s eh camreee eememer | | Oe Satur eet sts wee © een n.d. 
orp. 
Kempner familyi. smcsios ete ance etree interest in Imperial Sugar Co.|Sugar refining company............. 12.8 
of Texas 
13." Canadian Celanese Ltdin4...sddsuwe's |. boc cc seacsnccenmeneene eee ometnr Mfrs. cellulose acetate.............. 60.1 
Physical assets of Coaticook Textiles Ltd.| Plant will be converted for production of} ..... 
(wholly owned sub. of Silknit Ltd.) he knitted and elastic celanese 
abrics 
1Ayy| Caspers Tin Plate Cosy, tics taacasresaensty bl a oletarest-c.2 erarecs aceaett aera a Hngages in coating, decorating metal] 6.8 
sheets 
Centtry Display Mfg, ‘Comand its sul)” asses Sene es seeet eee ee o:1* 
Paramount Metal Products Co. 
15a Central Eureka Corp sie ccc sanaeee, |) eeede ie. 2s SORE osc Sea het Meat packing; processes mixed feeds 3.4 
Pacific’ Ship Repatriinc.... (ie. seuse Pl Peace view ooh usc oe ce ete 
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Mergers and Transfers of Existing Facilities — continued 


No. Purchaser/Seller Property Acquired 
MOE eine Products: Corps .dnciscanedctes! Ml Aiaswededild docs cced eanedaecdedde 
Premier Oil Refining Co. of Texas... 
Tren Goonialisand’ Stone Conse eres) MY loss cc ceacecraddge ds gedeesaeancs 
Metropolitan Sand & Gravel Corp.. Certain assets and leases............ 
SMe, Colt and: Group, in namejof Liberty) |....6.8.'. eee ie icc sece eens 
Financial Co. 
Hollander Family............... 
Inc. 
19 |Consolidated Electrodynamics Corp... |  ........ceeeececcecceereeenees 
Electronic Industries, Inc........... 
An Continental: Car-Na-Var:isecnic cee |) selsiane sowie scene ae eek eee ee ees s 
(name will be changed to Continental 
Industries, Inc.) 
Merged National Vending Corp...... 
Pee Continental Uranium, Inches. Neda ys) [LE he acie caplera aeelateacie’s sialedaes easels 
Gaddis Mining Co... 3.20000. 54 Crooks Gap Uranium Mine......... 
Remon wenet oer Publishing Co... octeu, [Nip picdtceses ce ceccscecccacaesness 
David & Samuel Josefowitz........ Concert Hall Society and 4 other record 
clubs (will operate as sub.) 
SEAS HECCE LA DOLAUOPICS asia clots ars atleece MANURE Ses <a. os sia eo 8's Sie.0) Se Gereee oleae es 
Geo. A. Coleman Co., owners of Pacific 
Plastic Products 
PMUREATAN GUE COLD Lins 0:5: 5.np% gu opcuoy diag nail MME aaaaee 210 ohercSiaKs 6s gy Siovs/ nies aaisibjeve-ets § 
Sperry Rand Corp................ Former Remington Rand plant...... 
25bome Exploration (Western) Lidt..5 |) tascc cwrde ov ee 001s neces eosin oidisceieis 
2,400,000 common shares (a 37% inter- 
est) of Provo Gas Producers Ltd. 
Pammiinnmmon Larc(hemicaliCo, Ltd: dock | focssee is viscecalaccocusaevececes 
E. H. Smith (Pres.), H. R. Crabtree (a/16% of outstanding shares of Howard 
director), and members of their families} Smith Paper Mills Ltd. 
i eMNEeBCUC LOMAS A.) ING, ste inere Gis clus gtali|ian fo 01s 01+: aSuens Wyma eyage a dtevalous yest ors apa 
Equipment and inventory of Infra Elec- 
tronic Corp’s plant at Roseland, N. J. 
Remar AG! ATILO-LALC COs aca cdiescpshais sparpisedl e VNGE tesmraceld @.» Ss enbicl®e aisle fisieue.d.as seue deve 
An interest in Cia. Acumuladores 
Prest-O-Lite 
Rumen teenie Bond 6 snare Co.cc ewwicel,. || bas s'8 <cen.n sina nye o suctitateneleme 
Chemical Construction Corp. (sub. of 
American Cyanamid Co.) 
BOM rieeteie Regulator Corps..s, 253+ i425. Im aeaeaedeat ste terdle seme ne Mateiets 
Texas Instruments Inc............ Synchrostat regulator business...... 
PENCE LOUUCtEMEOL cs ce ca aatane | Ml) Sikeinaiestessiim alc eis Weis v8 a wia's.o 8 esis ye 
Georgia Pacific Corp.............. Timber cutting rights.............. 
$2 |Federal-Mogul-Bower Bearings, Inc.,. | 0... se eee e eee eee er eee eeennee 
Merged National Motor Bearing Co.. 
Saredctal Lelephone.& Radio Co...... 4  icrewwdentseielisseese cs vole vacus 
(sub, of International Tel. & Tel. Corp.) 
Blectromecy Tne.'s jis at ajaye)-torotoret feterete 
(sub. of Electronic Specialty Co.) 
SRM RS LEAs io oes sosstecerers er POEM | | enieeae a duttime teas dee edule eae das 
Canadian Brass Co., Ltd........... 
BOM Fair Stores Inc, . cea. Pees PRMD fesidis tine oh eaws 0090 6 ¥aeyacidnn eels 
Tennessee Food Fair Inc........... 
BEMBSIEO C0.) 4 o-0 0:5 xv sO OS TREE) ae yu ondlereienar ate cdtare ale “slalete’s e:e°qe7e's V's 


ning Co. 


Description 


Mfrs. ice, ice cream, milk and dairy prod- 
ucts 

Operates refineries, pipeline system. . 

Produces sand, gravel, grit, ready-mixed 
concrete 


Stock control of Hollander (A) & Son,|Dresses, cures, dyes and blends furs. . 


Develops, designs, mfrs., sells specialized 
industrial electronic control instruments 

Specializes in etched circuitry develop- 

ment and production 

Mfrs. floor finishes, polish, floor machines 


Owns and publishes various magazines 


Mfrs. biologicals and pharmaceuticals 


Mfrs., sells Dictaphone dictating ma- 
chines, other sound recording equipment 
Acquires and develops oil lease interests 


Distills coal tar, processes coal-tar deriva- 
tives 

Mfrs. fine papers, bleached sulphite, 
bleached soda pulp 

Mfrs. and sells storage batteries, primary 
batteries, electrical control equipment, 
instruments, sound recording and repro- 
ducing apparatus 


Mfrs. parts, equipment, accessories used 
in the manufacture and operation of 
automobiles 

Produces batteries................. 


Mfrs. autoloaders and devices for ship- 
ping all types of merchandise in freight 
cars 

Mfrs. ball bearings, bushings, other pre- 
cision parts 

Mfrs. seals and fiber glass ducts..... 

Mfrs. communication, electronic, electri- 
cal equipment and electrical appliances 


Mfrs. malleable and cast-iron pipe fittings 
and castings 

Large supermarket chain........... 

4-store supermarket chain.......... 


Sizet 
(Millions 
of Dollars) 


tetas 


steee 
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Mergers and Transfers of Existing Facilities — continued 


Size! 
No. Purchaser/Seller Property Acquired Description (Millions 
of Dollars) 
87 . |General Shoe Corp. gaiac Sh acne tet oe fate ik Pe acaaees eee eter Mifts. shoes... tec.4. «satis eee 71.4 
Bankers Securities Corp........... A 65% interest in Hoving Corp...... Cees specialty stores through sub-| 23.0 
sidiaries 
88: |Green.(A, BP) Bires Brick Coy, shaae: «apaitliatl bis oye sict nso Gate ro teeee eee Mfrs. fire clay refractory products... 22.2 
(1) Pyro-Refractories' Coe. Sora ee heey one once Dan emee ene cuenor ns n.d. 
(2) Durex Refractories (Codzsna: sander. tepattinl) (lee. cewek bere iara dO fom eel eee n.d. 
(8) Portsmouth Clay Refractories'\Co.. | ‘sitiste win} dctctortsaimim ale cntotarele Musrete te n.d. 
$9.1 |Hargco'Gorps ers tes eos ere es Sako. ue wemorebienna eicatsne mete. orate Mfrs. seamless steel products....... 34.9 
All outstanding stock of: 
1. Globe Imperial Corp........... Makes plastic parts, aircraft governor] 12.0 
parts, plastic seal and die castings (combined 
2. Broderick Co., Inc............+ Mira: idrop forgings <i. «120052 sh vies poe 
ies 
AO. |Hathawayi (C.F) Covswayeviaditien cctee Slams eeta sites eotoe cee ee reese ee eens Mfrs; men's’shirtsn).2 cele wes oe 4.0 
Wellington of Canada Sportswear, Ltd.| Mfrs. shirts...............0++000- n.d. 
41» |Helio Aircraft Corp. coc ccecesectecu |  Baviecae eee smectite temo cee ie). Ti]. | ReMmneaeene te cert, aera eens ee aire n.d. 
Mid-States. Mig. Cosas teaches cia || Bidar aceon Stans sees oe ae n.d. 
(sub. of McNally-Pittsburgh Corp.) 
Bie MaELOS (Ete)! 8s Go. Ties ster asc ors tavarecornns [lab meeeiaeea nie heen he necator ene ee Mfrs. printing presses............. 10.8 
(1) McLeod & Ray, Inc............ Mfrs. shingle saws..............-- n.d. 
(2) Jones & Orth Cutter Head Co.... Mfrs. cutter heads and knives for wood-| 0.1* 
working machinery 
48) }Houdaille Industries Ineo Pan low taeda ee ee er ae ee eee Mfrs. auto parts, equipment and acces-| 44.9 
sories 
Assets of Wales-Strippit Corp....... Mfrs. punching and other machine tools} 0.3* 
44 Huycek (EC) S'Sonst oe Bee ey RIPE ess pena te 8 ee ee eran Mfrs. textile products 17.5 
Entire capital stock of Waldorf Instru-|Designs and supplies hydraulic servo-| 1.0* 
ment Corp. components for jet aircraft engines and 
helicopters, etc. 
45°." |T-T- Cirenit Breaker Coreg oe ser ae aike s < atasdie loka wh iebeolers ane Peis ae eras Mfrs. electric power equipment. ..... 51.0 
Kelman Electric & Mfg. Co......... Mfrs. high voltage circuit breakers. . n.d, 
(will operate as a sub.) 
46)“ Indiana Steeli Products ‘Govt cde 8) |) eee he ete ere een: Mirsomagnets ie .<.< <crervesit,oi95 ones 4.7 
Stearns Magnetic, Inc.............. Mfrs. electro and permanent magnetic] 0.5* 
separators and related magnetic products 
aii; | Kelsey-Haves, Wheel Co5.., 5.'....:.1rchan mel tiie bocice orcas cera eden ae eee Mfrs. auto and truck wheels........ 64.4 
All outstanding stock of Utica Drop|Makes compressor and turbine blades for| 0.5* 
Forge & Tool Corp............... jet aircraft, makes tools, does “vacuum 
(will operate as wholly owned sub.) melting” of new-type metals 
48 |Kerr-McGee Oil Industries, Inc... 2.2.0 |. ch awcsecccccacecccouscvcceees Operates oil properties, including market-| 67.4 
ing, refining products 
General American Oil Co. of Texas. . A '20,000-bbL.-a-day refinery. 5-52.05. 5|| Guy $s)o.si0relere aes casa orsteleisiniolajre eiese cjersice Nee 
49\| Morris PoKark & Son,-Ine., tance.) teeta eee eee Mfrs. lead alloys and oxides........ 0.05* 
(sub. of National Lead Co.) 
A controlling interest in Pioneer Alumi-|Distributes aluminum sheet, bar, rod,| n.a 
num Ine. aircraft extrusions; mfrs. cast aluminum 
plate, zinc aluminum plate 
50 | Masters; Smith :& ‘Co. Ltd.i ss). sci. 51], wo bets cisions be nczs aisle dim 0 petecers cl eR es here ane cee oie ice nies sce ale 
Motor Products Corp............. Canadian GIVISION. ::.:0e/corsiolevsierererstore! Cl] | Bcayeetare eysrage aA ehh Sear te 2 oe] 
§1.4/Moore. Business Forms, Inc... sisisciacts, ||) Ros ARID A eee a EE Eee. no ce ee one n.d, 
(sub. of Moore Corp., Ltd.) 
Los Gatos and Green Bay plants of Multi-) 6... cece eee ee eee eee n.G. 
ple Copy Forms Co. 
52: National Steel Corpsstrersac Vis amagiuidhe ag Gailey eens ease tees ere e meee nee Steel producers s(n accel eee 591.8 
Pittsburgh Consolidation Coal Co... Full control of Renton Coal Co. by pur-|Coal mining company............. n.d. 
chase of remaining 60% interest 
53° a)National-US. Radistor;Cotpmc.diad lle bots ae eee eee Mfrs. heating equipment such as boilers,| 29.1 
gas and oil burners, unit heaters, etc. 
Union Asbestos & Rubber Co...... Air-conditioning division (inéluding plant}.jj...........c0ceeccecevecunceee | cheee 
and use of Unarco label in marketing air- 
conditioning products) 
54,» |Nesbitt, ‘Thomson & Co., Ltd.and) . | 7 ER SibRscucutocseete inte stun cies erates re oss a, closer crcze Slee teen oes S| 
W. C. Pittfield & Co., Ltd. 
Minority, common stock of Mersey Paper|Mfrs. newsprint...............+++- 80.3 
0. Lt 
55.. |New England Laminates «:.5.. cp. . | pissin e dcion ole patie es eet ote Makes plastic laminates for electrical and} 0.1* 
(affiliate of Eastern Industries, Inc.) electronic industries 
Facilities of Rowland) Laminates 1% ss sealing! Was. cs. «2-0 o.a0c/¢/s.e'si » esses heist en eae 
56. New York Air Brake Co. stapteswrtead while. Cece eee eae Mfrs. railroad air brakes........... 28.6 
A Optical Film Engineering Co........ Will produce high-vacuum evaporators| 0.1* 
for optical coating and metallizing 
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izel 
No. Purchaser/Seller Property Acquired Description (filions 
of Dollars) 
GMT MORRILL DA BOs Saicee, GNa cere MILL «cis wig esicis op ols cen oe seb ecveinarns Mfrs. warm-air furnaces, air condition-| 7.1 
ing equipment 
General Switch Corp............... Mfrs. enclosed safety switches, service en-| 0.5* 
trance equipment, and branch circuit 
panels for commercial, industrial and 
residential buildings 
DemmOryripie Adio & Television Ene: accj 0, Wildes feinjs diviniats wtsleinierelaimieteialers.cis ore tee « Mfrs. television sets and radios..... 12.2 
Presto Recording Corp............. Makes tape and disc sound-recording and| 1.0* 
(will operate as wholly owned sub.) playback equipment, direction finders, 
antennas, transmitters and radar equip- 
ment 
69 |Outboard, Marine & Mfg. Co. of Canada|, ......c0.ccceseiececcccswecdes Mfrs. outboard motors............. n.d. 
(sub. of Outboard, Marine & Mfg. Co.) 
All outstanding stock of Industrial Engi-| Makes chain saws...............++ n.d. 
neering, Ltd. 
CGmm eaeeet etroleunt CO, cue cicharsnaistsuy |p) Pasincteccisiales oie) s10810, 6 pivisievais « nle-eis Nee Acquires and operates oil and gas proper-| 2.1 
ties 
Brederick Petroleum: COvcisc cscaccec” tf. Pato ake LER RSe . tele deen esta oe n.d. 
Seeaeosoin General Bottlers, INC,... 5 | foes ileisie speleioe tenis os soe ose se eiee Has Pepsi-Cola franchise for certain mid- 7.8 
western cities 
Penet: Colm LOuIsville Es OULEPS\ING, naieg pel, Poses sem artacioare/saleieysrnae aetlirra n.d. 
Rm MORIcriCEeIGe LOOMING reise ee cites AUTO Bec ace dtieteine cies was culeessneseas Mfrs. industrial rubber goods, steel, elec-} 70.1 
trical equipment, etc. 
Electric Service Mfg. Co........... Makes electrical equipment for utilities,| 1.0* 
industrial plants, transportation indus- 
tries 
GBmaiiterd. Jr. H,.M. (as head of a Louisville) bo ccc sesccascsccecsctecvecsess President of General Plywood Corp... | ..... 
syndicate) 
Estate of Ellen Stout............. 175,000 common shares of General Ply-|Mfrs. plywood doors.............. 4.0 
wood Corp. 
a MARIE ACORD AG Sci Naar ctete ee ee. Rr cai tet eiaists wisi se asieme/sivai8 v9.4) bere Engages in fields of electrical insulation,| 3.2 
resin-base products and shoe materials 
Cellular Rubber Products, Inc....... Makes cellular and mechanical rubber] 0.1* 
products for special purpose aircraft and 
electronics applications 
Chie eokeach 6 SOs, Ine: jaccce6 es cceys| SOMO E Ae), om Tee eT Mfrs. foods and household items. . . . 102 
Properties and facilities of Home Town|Food manufacturer..............-- n.d. 
Foods Inc. 
CGmemronsGear 8, Tool: Conscience oes MONUN Sa ecaie als RRS Pe eee RII Makes steering gears.............. 10.1 
Will merge Gemmer Manufacturing Co.|Makes steering gears.............. 7a 
Dae SCHULZ Brewing CON ioe asad MEUM | 5 6.560 e ese cisisieertths nude ana aich BEC WEE flaca J cbc ce eiondient snakes eaves 1.0* 
Muehlebach (George) Brewing Co... . ESTE WOR dette fu cio ole eluate cies atince 3.7 
CRETE NA SCHOLL pester: ia nyouris1- MOREE RN TI © che sis ar cla pap ish slunatstatstele Sis, atch bab sel dete rads widhet AERA Memes WHE ER 
Shoup Vote Lachine Corps weet he seme ttc tic.o. 6 5ic0-0.010-c aayais vies we see ones n.d. 
(sub. of Merritt-Chapman & Scott 
Corp.) 
um SemEmrO NL) SOUS OOS eect ee Tht eee e cas aaetae ce ces ccsk res «ss Purchases, processes and sells lawn grass} 6.5 
seed, fertilizer and related products 
American Bulb Co... .......5...66- ate and grows flower bulbs, seeds,| 0.1* 
plants 
PUREE ADEE SOc a\5 lees easieies sie ile’ siesta ciseleiomaKe'e © areadcare nee + os eareie Mfrs. toilet tissues, paper towels, other} 226.7 
paper products 
Increased holdings of British Col. Forest|Mfrs. timber products............. Cee! 
Prod. Ltd. to 82,000 shares 
ERLE EGC DUCKS Oo COs e:. o.fteig eee Ng siciels sie ele deloge Caceia nuele.a cased a’ones Sells general merchandise through retail] 1,596.1 
stores and by mail 
Entire 30,000 outstanding class B shares| Mfrs. water pumps................ 1.0* 
of Sta-Rite Products, Inc. 
os a SPPCETC ITE VUTIEINS Cetera eciaice cicivich, oe leat iota cot sretiers. anim, olsuayaidhe wiecatinens Mfrs. paints, varnishes, etc.......... 145.9 
Rubberset Co. and its Canadian sub., |Mfrs. paint brushes................ 10% 
Rubberset Co., Ltd. 
MOM PLIDEMIEEIOTSOY COPD. Litas gucci 4. bl 6 eating ise alanis oars ae anise aTbher se Susie Produces food products............ 5.8 
(1) Crawford Co., Ltd...-......... Mfr. and market, throughout Canada, 
(2) C.S. Allen & Co., Ltd.......... di Sa ke 
(3): A, W. Gilmour Goisisstauies.2. candies, nuts, cocoa, cocoa produc n.d. 
(combined to form Allen-Crawford, 
Ltd., a wholly owned sub.) 
I A EETINCTINGY COO! Sciyicia. s dary Beas Fores, «MRA SUMNE NW Taide AECL e eo dy 0 ie die’a eine WiEae we, she Makes electronic products.......... io 
Merged Beta Electronic Corp....... Makes electronic products.......... n.d. 
MM PRIR RACV ICMINIGCON Osa sca ssiacise hie alle. pe ssichie Ge die’ os «60, oie. as Cees Mfrs. auto parts, appliances......... 12.6 
Houston Pipe & Steel, Inc.......... Pipe fabricating company.......... 5.0-8.0 
(annual 
sales) 
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Mergers and Transfers of Existing Facilities —continued 


Size! 

No. Purchaser/Seller Property Acquired Description (Millions 

of Dollars) 

76.) |Standard Packaging.Corp:) .waaaike MiMi boa ccsom omens omen atom mee Mfrs. milk bottle hood caps and discs. 13.3 

(1) Standard Cap & Seal Ltd........ Mfrs. paper discs, washers, bottle caps 1:0" 
(2), Modern, Packages; Eney. = Saye eben Pade sates toi See cee n.d, 

77. '|Stewart-WarneriCorpse. .,cneteitaee See) Vaso. Sensei eae enone Mfrs. auto and radio parts, and other in-} 60.0 

dustrial equipment 
Allen D, Cardwell Electronies Produc-|Facsimile businesss....2..ssceceess Mil) Menace se btiekeacsccesesclce cen] annem 
tion Corp. 

78: .\|F. d. Stokes Corpisciose Sede hed eeh cil Mt hae ne cccgincses ae a ee Mfrs. vacuum and atmospheric dryers,| 1.0* 
condensers, evaporators, tablet com- 
pressing and auxiliary equipment, etc. 

Sharp. & Dohme. sss cee cee © Patents and those pending ‘on mfr, iof|) [.0.5.oc00cscccec sesso sce eee san eee 
(division of Merck & Co., Inc.) press-coated tablets and design of press- 
coating machinery 
791 4|‘Texas Industries Inc... .. . xyes. Aniiee. We Nmeneteie kee a eo Oe a a ae Mfrs. clay, concrete products....... 10.0 
ee of Twin ‘City Concrete®Products)@ \.... «.. +2 ubonus uses tenons n.d. 
0. 
80) j'|‘Dexas Zine. Minerals ‘Comps ¢:4:4:.,5'ss:+:6_ Ais ce cabs Rat oine See see Peer] Ve Rese ne ee na 
(jointly owned by Texas Co. & New 
Jersey Zinc Co.) 
Bronson & Cooper Mining Co...... Happy Jack Mine................. Urania mine . ss ija°sjes5-10s ae ce <n aa eee 

8h .4] Textron, Ines isciois.< sind waleee eed a bela oul oe one cee a aa eee een eee Diversified company—mfrs. textiles, air-| 150.9 
craft and auto equipment, plywood, in- 
dustrial equipment 

(a) Hall-Mack) Co,..26). Senncee tens Produces bathroom accessories and fix-} 12.0 
CULER i Mean dain d aids otepeneee te (combined 
(2) Peat Manufacturing Co......... Makes die castings and plastic parts. . ya 
sales 

824 Timely Clothes, Int, 03:25 si.3 ccaseee. BER eta on corer er ere ene ee Mfrs. and sells men’s clothing....... 6.8 

Daughters of the late W. P. Barrows. McFarlin:Cos3 Sy. eee, Sates Retails men’s wear..............4- n.d. 

83. |Union Bag’&' Paper Corp: <2... ).02. 0. | semewrcdiie sateen nearer oe ae Mfrs. paper products.............. 98.8 

(new name will be Union Bag-Camp 
Paper Corp.) 
Merged Camp Manufacturing Co.... Mfrs. sulphate, pulp, kraft paper and] 29.7 
board, tall oil, lumber 

84. | Union. Lumber'Co.. ataccertis pte Bonwit iai seers did oye ae ene oes Owns timber lands................ 14.9 

Simpson Redwood Co............. Timber, tract known‘as the, Usal' property| 5. s.wiy-/eaal: os. «0 deh estels tes cen Le 

854) Van Norman. Industries; Inc: shinee Wien eee eee. on eee ae Mfrs. industrial equipment and tools. 21.5 

Small group of stockholders....... 17,128 shares of common stock of Ameri-|Mfrs. power transmission equipment and| 4.1 
can Pulley Co. drives 

86 1 Walker: Laboratories “Ine.c1. pieeran Gani eka eee eee eee Mfrs. pharmaceutical products...... 1.8 

Norvel Laboratories, Inc........... Mfrs. pharmaceuticals............. n.d. 
(will operate as a sub.) 
87, White Stag Manufacturing (Co.7k secu uh) abeies teem tienien nae. see eee Mirshapparel ss vcs anesae sehr 1.0* 
Marcus Breier Sons, Inc............ Makes men’s sportswear........... 0.5* 
88 | Winn-Dixie Stores Inc... <3... :0s0 |) | 0 pee ce cr one Operates retail food stores.......... 62.0 
HG Hill Stores, Inc: . cavsemennes Operates 42 stores.............0005 n.a 


1 Assets, unless otherwise stated n.a, Not available 


* Minimum capital 


Sources: Moody’s Industrials; Standard & Poor's; Thomas’ Register; New York Herald Tribune 


Business Forecasts 


(Continued from page 409) 


“A small user of steel reports he has been unable to keep 
a balanced inventory of steel products for the last year: 
“Now we are caught between high labor costs on one side 
and material shortages on the other. This is the squeeze 
that almost compels the little guy to quit while he still has 
his shirt’... 

“There’s little doubt that an inventory boom will get 
under way as soon as the steel producers start filling the 
pipeline. How long will it last? 


“Here’s an indication: ‘Unless there’s a marked poststrike 


416 


slackening in demand for plates, structurals and wide flange 
beams, we have no chance of building a working inventory 
before January 1.’.. .” 

The Iron Age (August 16)—* . . . Despite all the prob- 
lems growing out of the strike, production this year will 
equal the 111.6 million tons produced in 1953, but will be 
far short of last year’s record 117 million tons. 


“Poststrike industrial slowdowns and shutdowns show 
signs of mounting. Aftereffects have hit a broad cross- 
section of industry, including farm equipment, construction, 
and freight-car building. 

“Efforts to replenish shortages and rebuild inventories 
will keep the steel production rate at high level for balance 
of the year and beyond. It will be late in the year before 
mills can effect material reduction in backlogs and carry- 


overs. ... 


BUSINESS RECORD 


INTE, 
Lets 
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. 154—Company Payment of Employees' Moving Expenses 
. 153—Improving Staff and Line Relationships 

- 152—Employment of the College Graduate 

. 151—Tuition Aid Plans for Employees 

. 150—Handbook of Union Government, Structure and Procedures 
. 149—Pension Plans and Their Administration 

. 148—Retirement of Employees 

. 147—Company Health Programs for Executives 

. 146—Company-Paid Sick Leave and Supplements to Workmen's Compensation 
. 145—Personnel Practices in Factory and Office 

. 144—Recruiting and Selecting Employees 

. 143—Fringe Benefit Packages 

. 142—Executive Development Courses in Universities 

. 141—Severance Pay Plans 

. |40—Management Development 

. 139—Company Organization Charts 

. 138—Bulletin Boards 

. 137—Escalators and the New BLS Index 

. 136—Employee Magazines and Newspapers 

. 135—Suggestion Systems . 

. 134—Cooperative Medical Programs 

. 133—Employee Savings and Investment Plans 

. 132—Stock Ownership Plans for Workers 

. 131—Employee Induction 

. 130—Time Off with Pay 

. 129—Communicating with Employees 

. 128—Computing the Cost of Fringe Benefits 

. 127—Union Security and Checkoff Provisions 

. 126—Controls of Absenteeism 

. 125—Information Racks—A New Communications Medium 
. 124—Developments in Supervisory Training 

. 123—Letters to Nonsupervisory Employees 

. 122—Evaluating Managerial Positions 


In the August Management Record 


Stock Options Continue in Vogue—tThe popularity of stock option plans has been 
enhanced since the 1954 Internal Revenue Code rulings which permit a new and 
broader definition of restricted options. The article considers the effect of the new 
rulings and analyzes twenty-four recent stock option plans in detail. 


Steel Strike Settlement—Perhaps the most important wage settlement of the year has 
been the recent steel strike agreement—an economic package valued by the union 
at 45.6 cents an hour per worker. Just what this settlement means to a steelworker 
and when the various contract provisions become effective are spelled out in this 
article, 


Vacations and Holidays—1956—The trend in recent years has been toward longer 
vacations and more holidays for both hourly and salaried employees. This article 
gives the results of the current survey of holiday and vacation practices in 301 
companies, and it compares the findings with earlier surveys made by the Board. 


The Transferred Employee Sells His Home—lIf an employee is transferred at man- 
agement's request, does the company make any provision for assisting him if he 
must sell his home at a loss? While a few companies do provide such assistance, 
their practices vary in determining what constitutes loss, as well as the method and 
amount of reimbursement. 
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Q and A on 


An Important Business Tool 


Name? 
Author? 
Contents? 


ls it new? 


How much bigger? 
Why the additions? 
Why so many series? 


Its main purpose? 


How do I use it? 


Is it easy to use? 
What do the charts show? 


Was the first edition well received? 
What did users say about it? 


How can | get my copy? 


Do | have to use all or none of it? 


I’m going to use it—the revised and enlarged 


Chartbook of Current Business Trends 


® Chartbook of Current Business Trends 


The Board's Division of Business Economics 
Over a 100 series on American business condi- 


tions charted 


No—but this second edition is bigger and better 


than first edition 


By 15 series 
To give amplified coverage of financial operations 
To get a full portrait—with a hundred, the picture 


is not in danger of being distorted through 
too great selectivity 


To help you watch developing trends in business 


from month to month 


By picking up the figures from each new issue of 


The Business Record and plotting them on the 
charts 


° Yes—the large-scale charts are heavily calibrated 


for easy plotting of new figures 


® Basic trends affecting your business—even the 


small beginnings of turns 


Three printings attest its popularity 
That there was nothing quite like it in thorough- 


ness of coverage, in clarity and simplicity of 
use 


You had to ask for one of the first edition. Copies 


of this second edition are being sent to all 
Associates 


You can either tailor your use of it to your own 


particular interests—or use all the charts as a 
check on general business against your own 
company’s situation 


Extra copies 
on request 


